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the biggest 


job in 


history... 


but who’s 
going to 
fill it? 


It's thirteen months to the Presidential elec- 
tion, nine to the national conventions. Of the 
score of favorite sons being groomed, only 
two will make it to the wire. But most of the 
rest will have traipsed to the hustings with 
less chance than a china egg. Pick the next 
President now—if you can! 


For marketers, the china egg is the inescapable 
hazard of new product introduction. But for 
marketers, there’s no four-year breathing 
spell. It’s plan, produce, profit—or perish. 
Pick the winner? You must. 


Over the past fourteen years, few of the na- 
tion’s top marketers have failed to call on 
SRI for store audit data. The most fleeting 
glance at the shelves of any supermarket, any 
drug store, must take in hundreds of products 
whose introduction was audited by SRI. Hun- 
dreds more, whose distribution, promotion, 
advertising and merchandising were keyed 


selling Research, Inc. 


and continue to be keyed to store audit data 
developed and reported by SRI. 


Research directors of 251 leading marketers 
and advertising agencies know, first hand, the 
accuracy of SRI store audit data. They use it, 
rely on it, respect it—for objective measure- 
ment, meaningful interpretation. And, profit- 
making decision. The trinity of reasons per- 
haps explains why 85% of our work is for 
companies we have served before. 


Store audit in test marketing js just one phase 
of SRI activity. You may have a current need, 
or soon-to-be-expected need, for continuing 
data, distribution checks, dealer-wholesaler 
surveys. Now is the time to get the facts, 
from the nation’s largest and fastest tailor 
made store audit service. Informal discussion, 
with an SRI senior executive, will be ar- 
ranged on request, without obligation. Selling 
~~ Inc., 92 Liberty Street, New York 
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somewhere West of Laramie... 
in Los Angeles and San Francisco, to be specific, 


are two fully integrated offices 

each staffed with professional personnel 
and each 

offering complete interviewing, 
tabulation, and questionnaire 


printing facilities. 


serving Western-based client needs 


in the U. S. and overseas 


serving Eastern-based client needs 


in the 13 Western states 


affiliated with Field Research Company 
The California Poll 
Media/Audience Measurements, Inc. 


survey research services, ix. 


LOS ANGELES 3142 Wilshire Bivd. + DUnkirk 5-7474 


SAN FRANCISCO 145 Montgomery St. + SUtter 1-4921 
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Public Relations and the Challenge 
of the Marketing Revolution 


e PHILIP LESLY 


used. 


THE “QUIET REVOLUTION” IN MARKETING 

ucH has been written about a “rev- 
M olution in marketing” that has re- 
quired a reappraisal of all the established 
patterns of selling and promoting. Yet too 
little attention has been given to the 
place of this marketing revolution in a 
much greater revolution—one of the most 
significant in history. For the changes 


@ About the Author. Philip Lesly is President of The 
Philip Lesly Company, a public-relations organization 
representing such clients as Minnesota Mining, May- 
tag, Bell & Howell, Container Corporation, the 
American Music Conference, Wine Institute. Offices 
are in Chicago, New York, Los Angeles, Detroit, San 
Francisco, and Toronto. 

After graduating from Northwestern University, 
Mr. Lesly was associated with Sears, Roebuck, then 
with the public relations department of Northwestern, 
and eventually with public relations firms before 
founding his own company in 1949. 

Mr. Lesly's Public Relations Handbook (Prentice- 
Hall, 1950) is the most widely used book in this field, 
both in the U. S. and abroad. He is also co-author of 
Public Relations: Principles and Procedures (Irwin, 
1945) and editor of Public Relations in Action (Ziff- 
Davis, 1947). 


The author, a public-relations expert, believes that the consumer is 
in control of the market place today . . . and that the consumer is 
seeking psychological satisfactions more than physical necessities. 

With a major shift occurring in motivations, formerly effective sales 
and advertising appeals are losing potency, and subtle techniques of 
influencing attitudes are becoming more essential. 

It is no wonder that techniques of public relations—sensing of public 
attitudes and conveying of ideas to the public through indirect means 
—are growing in importance in many marketing programs. Mr. Lesly 
points out how the techniques of public relations may be effectively 


facing marketing executives today are pri- 
marily manifestations of a major shift of 
a whole civilization’s outlook on life. 


Satistactions in Life 


An entire nation has now reached the 
point where most people are no longer 
primarily concerned with making a liv- 
ing. Instead, most Americans are more 
concerned with what kind of life they 
live with the living they make. 

This is a profound change, contrary to 
the background of all economic and social 
education. 

This shift from concern about the log- 
ical necessities of life toward the emo- 
tional fulfillment of the personality is, in 
turn, intertwined with what Charles H. 
Percy, President of Bell & Howell Com- 
pany, has called the “quiet American rev- 
olution”: “The very progress of America 
that awes and confounds the world is the 
result of a revolution far more sweeping 
and far more important in its effect than 
any revolution in history. ... And yet 
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by definition of revolution—a complete 
change in the power of control by people 
formerly without that power—this is the 
most complete revolution in history.’ 

The replacement of family control of 
business by professional managers, accom- 
panied by the tremendous increase in the 
financial security of the individual, has 
produced a growing trend toward desire 
for the means of satisfaction from life, 
and away from the desperate struggle for 
the necessities. The marketing revolution 
within this broader “quiet revolution” re- 
flects assumption of control over our eco- 
nomic and social structure by the whole 
public. 


Marketing Changes to Suit Consumers 

This is reflected in many of the major 
trends of marketing since 1940, made to 
please the consumer: 


e Shopping centers, with ample parking, 
one-stop availability, beautiful grounds 
and atmosphere—all dictated by the de- 
mands of the emancipated consumer. 


e Evening shopping hours, keeping stores 
open when the consumer wants to buy, 
not when the proprietor would prefer 
to sell. 


© Door-to-door selling, bringing the goods 
to the consumer... with the mar- 
keter assuming the problems of finding 
parking space, providing salespeople at 
times and places convenient to the 
buyer, and delivery. 


e Self-service retail stores. 


© Discount houses, providing lower mar- 
keting costs to the consumer who knows 
what he wants to buy and needs a min- 
imum of attention or service. 


e Catalog houses and mail order, carrying 
discount selling a step further and re- 
lieving the buyer of even going out of 
his home. 


Great increase in credit selling, apply- 
ing credit to many additional commod- 
ities, increasing the types of credit 
offered, and extension of credit to vir- 
tually all levels of the income scale. 


* Charles H. Percy, speech to American Associa- 
tion, La Paz, Bolivia, August 6, 1956. 
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e “Package deals,” such as movie camera- 
projector-screen-accessories in one carton 
for $9.95 down and $9 a month; boat- 
trailer-motor-accessories all offered to- 
gether. 


© Packaging of almost everything sold to 
the consumer, for appeal, convenience, 
and protection. 


Ready-to-use preparation of commodi- 
ties, notably in such food products as 
TV dinners and frozen meats and veg- 
etables. 


In each case, the motivation behind 
these developments has been either con- 
sumer demand or business recognition of 
an opportunity to appeal to the buyer’s 
growing awareness of his own maturity. 


Satisfaction of Emotional Needs 

The “quiet revolution” is also reflected 
in the long list of things that have grown | 
rapidly in popularity, in spite of increased 
difficulty in selling supposedly basic prod- 
ucts. Today, in shifting to an avid search 
for emotional satisfactions from life, peo- 


ple are rushing for: 


e Homes. They symbolize gracious living, 
preferably in the suburbs. To millions 
of people, the home they struggle to pay 
for bears the mental image of being 
their own small estate. To get this, more 
than 15,000,000 people have moved to 
the suburbs in the past ten years. 


e Boating. How many of the 7,500,000 
boat owners who have swarmed to the 
shorelines get most of their satisfaction 
from the feeling that they can own a 
small yacht, rather than a few trips up 
and down the river or across the lake? 


e Music. The boom in musical activity— 
with more than 28,500,000 persons now 
playing instruments—has been fed by 
the feeling that it provides a means of 
self expression, of fulfillment of one’s’ 
individuality—thereby providing satis- 
faction with one’s accomplishment in 
life. 


e Gourmet foods. There are more and 
more being offered. 


High-fidelity sets. Many are bought at 
high prices by people who cannot re- 
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ally detect tone differences from ordi- 
nary phonographs, but who feel that 
they are achieving a higher level of per- 
sonal fulfillment in appreciating the 
“best” in music. 


e Travel. There is much more travel, es- 
pecially outside the United States. 


e Casual living. This includes barbecue 
pits and rotisseries; patios and swim- 
ming pools; slacks and caps. 


e Sports cars. They reflect a flair for liv- 
ing, contrasted with the display of ma- 
terial wealth represented by “Detroit 
monsters.” 


e Self expression. This is seen in fads, and 
in painting, ceramics, gardening, crafts. 
Much of the “do-it-yourself” activity is 
undertaken for self expression, rather 
than a need for the end product. 


Education. This has increased, espe- 
cially at adult levels. 


Power lawn mowers. Many of the 3,000- 
ooo sold each year are purchased by 
people with small lawns but large urges 
to make that little home a “small es- 
tate.” 


Pride of Ownership 


Another reflection of the “quiet revolu- 
tion” is found in the strong trends toward 
quality and prestige brands among most 
consumer products. This stems from two 
factors, both based on the consumer’s new 
awareness of his stature and economic se- 
curity: (1) pride of ownership, the feeling 
that “I deserve the best, and by owning 
the best I prove to myself and others that 
I know how to live . . . I rate”; and (2) a 
growing desire to be free of service prob- 
lems—not only because of the trouble, 
cost, and annoyance they bring, but be- 
cause the buyer feels that he is “above” 
having to put up with such things. 

People who once took it for granted 
that they had to do things for themselves 
by hard work now are unhappy when 
their labor-saving devices need attention 
and they have trouble hiring someone to 
fix them. 

This was especially noticeable during 
the recession of 1957-58. Although the to- 
tal volume of most durable goods was 


down, there was a great difference in the 
stability of different brands. Maytag, for 
instance, fared far better than the laun- 
dry-equipment industry as a whole, in 
fact, showing sales gains while the indus- 
try as a whole was off more than 20 per 
cent. Bell & Howell in the twelve months 
from July, 1957, through June, 1958, 
showed gains of more than 20 per cent. 
Zenith and Magnavox were the strong 
brands in TV and phonographs. It was 
not accidental that each of these brands 
enjoys high consumer respect for quality 
and “pride of ownership.” 

In the face of this desire for prestige by 
association, private brands are in a strug- 
gle to hold a share of the market. Sears 
has undertaken a large national adver- 
tising program, is giving more attention 
to product design, and is gearing its en- 
tire marketing concept toward making its 
private brands into national brands so 
far as the consumer image is concerned. 
The temper of the public is shifting so 
far away from being satisfied with only 
low price that an aura of prestige must be 
imposed on the Kenmore, Coldspot, Crafts- 
man, Dunlop, and other Sears names while 
maintaining a reputation for economy. 

Ventures of Woolworth and J. C. Pen- 
ney into national advertising and public- 
relations programs are aimed at upgrad- 
ing their images. This reflects the view 
that the American people must feel a 
pride in what they buy, even if it is from 
what used to be the “dime store.” 


Maturity of Consumers 

“No one ever went broke by underesti- 
mating the American taste” has been rel- 
egated to the same junk heap as, “If you 
build a better mousetrap. . . .” Carl Sund- 
berg of Sundberg-Ferar, a major designer 
of appliances and other consumer goods, 
has said: “The American public as a 
whole . . . has proved that it is far less 
price conscious than it is quality conscious. 
. . . The American public of today has a 
natural instinct for good design.’ 

There is a revolt against being fooled. 
“People are suspicious of hogwash. They 
are pausing to evaluate. They feel they 


* Carl Sundberg, Detroit Times, August 20, 1958; 
and undated press release. 
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have been fooled and don’t want to be 
fooled again.’’* 

Negative or “scare” techniques in ad- 
vertising are not so popular as before. 
“B.O.” and halitosis are out of date as 
basic motivating forces. Today’s deodor- 
ants sell “because you are the very air 
he breathes,” rather than because of Life- 
buoy’s longtime successful threat that 
everyone will shun you if you don’t use 
it. Dial is “for people who like people.” 
The Men’s and Boys’ Wear Institute, 
after years of showing little progress with 
the negative slogan “Dress Right—You 
Can’t Afford Not To,” switched to the 
slogan, “Dress Right—When You Look 
Your Best You Do Your Best.” 


ADVANTAGES OF UNOBTRUSIVE 
TECHNIQUES 
Difficulties of Direct Approach 

You cannot overcome a negative atti- 
tude or indifference with a direct-selling 
or arguing approach. Yet this fact seems 
almost impossible to get across to some 
businessmen steeped in the American tra- 
dition that, if you are a good enough 
salesman and sell hard enough, you can 
sell anything—even ideas that people are 
opposed to or are not interested in. They 
would not attempt to change the minds of 
Southerners by running advertisements 
favoring integration; but they spent mil- 
lions trying to sell free enterprise to union 
members and sympathizers, with their 
companies’ signatures boldly proclaiming 
who was trying to sell the idea and what 
his stake was.‘ 

The hat industry found that you can- 
not argue men out of their preference for 
going bareheaded. The ice industry spent 
millions on advertising that did little to 
convince people that manufactured ice 
was better than just taking cubes out of 
their refrigerator. The campaign aimed 
at selling people “off of” the convenience 
of frozen orange juice was not successful. 

Shifting and molding of people’s ideas 
is far different from selling them some- 
thing they are disposed toward. Direct ad- 
vertising and selling can be effective when 


* Business Week, No. 1514 (September 6, 1958), 
p. 126. 

‘William H. Whyte, Jr., Is Anybody Listening? 
(New York: Simon and Schuster, 1952), pp. 6-7. 


October 1959 


people are predisposed to listen, but only 
subtle and indirect persuasion can work 
when they are negative or indifferent. 

As Pierre Martineau says: “Almost all 
adults . . . resent direct suggestion. Ac- 
tually, it is an attack on their ego integ- 
rity, telling them to do this and that, 
shattering their beliefs and prejudices. 
. . . Indirect suggestion avoids clashing 
with the other individual's system of be- 
liefs, which is his self. 

“All of us have had the experience of 
seeing an idea of ours violently rejected 
by another only to find that some time 
later the person had adopted our idea as 
if it had come from his own thinking. 
When he can feel that the idea came from 
his own thinking, he is far more likely to 
follow it.’ 

And Rex F. Harlow points out that: 
“People distrust a person or an organiza- 
tion with an obvious ax to grind. They 
resist messages that smack of selfish prop- 
aganda. They dislike exaggeration and 
boasting. In most situations an indirect 
content and an indirect approach tend to 
win more acceptance and support of an 
idea or a cause than a hard-hitting con- 
tent and a direct-attack approach.”* 


Trends to Indirect Influence 

These are the reasons that advertising 
is turning more and more to the psycho- 
logical approach.” It is not that so-called 
motivation research has uncovered new 
secret ways to sell goods, but that the 
trend of the public’s attitudes is more and 
more toward seeking emotional gratifica- 
tions. 

There is a vital principle here for every 
marketing man, one that will pervade the 
thinking of more and more successful 
companies: The psychological approach 
in advertising is effective because the 
reader or viewer is not aware that he is 
being sold—or at least not so aware as he 
is of hard-sell copy. 

The appeal that influences people with- 
out their knowing they are being influ- 


*Pierre Martineau, Motivation in Advertising 
(New York: McGraw-Hill, 1957), pp. 128-129. 

*Rex F. Harlow, Social Science in Public Rela- 
tions (New York: Harper, 1957), p. 46. 

*Martin Mayer, Madison Avenue U. S. A. (New 
York: Harper, 1958), pp. 54 ff. 
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enced is the essence of modern public re- 
lations. The techniques of the effective 
public-relations man are especially selected 
and used to implant ideas so that the re- 
cipient comes to feel they are his own. 
Restraint from over-injecting his client 
into his material in return for gaining 
the acceptance for his message is the mark 
of the professional persuader, as com- 
pared with the amateur who can see no 
further than the mention of the client's 
name or product in every third line. 
Viewpoint is another vital factor for 
the marketing man’s consideration. True 
persuasion depends on the ability to give 
oneself a sense of the viewpoint of the 
audience, and to act and speak in ways 
that will influence the audience, rather 
than to satisfy the persuader of his own 
importance or merit. It requires the abil- 
ity to project into the thinking of other 
income levels than one’s own; to go be- 
yond the cold figures of normal marketing 
research; to appreciate the different out- 
looks on life of the farmer, the Negro, 
the uneducated, the teen-ager, and others 
who do not see life and the world as the 
marketing executive does. Sales messages 
that present a product in the same light 
to the member of the Racquet Club and 
to the housewife in Altoona are too often 
just the expressions of the sales executive, 
and not attuned to the aspirations and 
the outlook of the supposed customer. 


Understanding Group Differences 

It is also important to recognize the 
trends of thought and outlook among the 
different groups that make up the market. 
As George Bernard Shaw said: “The fash- 
ion in which we think changes like the 
‘fashion of our clothes, and . . . it is diffi- 
cult, if not impossible, for most people to 
think otherwise than in the fashion of 
their own period.”® 

And, as David Riesman says, most of 
today’s business executives are “inner-di- 
rected” (basing their values and judgments 
on standards they have absorbed from the 
past) while most of the younger genera- 
tion is “other-directed” (greatly influenced 
by the thoughts and actions of those 
around them rather than by ingrained 


*George Bernard Shaw, introduction to Saint 
Joan (New York: Modern Library, 1958), p. 47. 


standards).® These differences alone are so 
great that it is increasingly difficult for 
the marketing man to understand the 
whole public and to influence it. 


FIVE PRINCIPLES OF PUBLIC RELATIONS 

Marketing executives, therefore, need 
to co-ordinate their thinking with public- 
relations requirements: 


(1) Determine what image the company 
and the product have with their publics. 
Decide which segment of the population 
the product can sell to. And accept the 
fact that almost no product can sell to 
everyone, because of inevitable differences 
in reaction to product images. No com- 
pany or product can meet all variations 
of attitude. 

Plan a clear-cut, uncomplicated image 
that is realistic for your company and 
that will attain your goals. Allow for 
marked trends toward better taste, and 
“lead the target” by keeping your product 
and your image a bit ahead of this de- 
veloping trend. 

(2) Organize the sales program to use 
all the marketing tools. With each phase 
of the marketing operation working to 
bring the same impressions to bear on the 
public mind in a variety of ways, deeper 
penetration into consciousness can be as- 
sured. There is a “threshold of conscious- 
ness”—the point at which an idea or a 
product image comes to be consciously 
recognized—that must be gotten over. 

Thus, there are many phases of the mar- 
keting function to be related to the image- 
and-market choice: 


e Choice of dealers or outlets 

© Price classes 

e Emphasis—price, prestige, quality or 
novelty 


e Sales force—type, size, the amount of 
pre-selling to provide to them 

e Advertising—how much, what type, 
what appeals, timing, media, percent- 
age of total budget 

e Public relations: 


—Co-ordinate the part of it oriented to 
marketing with other public-relations 


* David Riesman and others, The Lonely Crowd 
(New York: Doubleday, 1954), pp. 23 ff. 
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functions—corporate policy, institu- 
tional communication, stockholder 
and financial relations, employee re- 
lations, etc. 

—Decide what appeals to use to moti- 
vate your market. 


—Select the activities, media, and tech- 
niques that will get your ideas to the 
public so subtly that the audience 
will think it is acting on its own 
ideas. 

—Outline the range of contacts to be 
used—publicity in newspapers, mag- 
azines, radio, television, trade press, 
business publications; motion pic- 
tures; literature; communications with 
women’s clubs, service organizations, 
etc.; work with the schools, churches, 
ete. 


—Prepare for meeting special situations 
with public-relations techniques, such 
as concentrating attention on geo- 
graphic areas that are less responsive 
than others; focusing effort on a prod- 
uct that is in oversupply; introduc- 
ing new products; establishing your 


company as the pioneer or the leader 
in regard to a given product. 

(3) Set realistic goals, budgets, and time- 
tables. A company cannot develop an ad- 
mirable “character” overnight any more 
than a person. An individual needs to live 
with and expose himself to the group he 
is associated with before he can be ac- 
cepted as a worthy person; and the same 
thing is true of a company. 

The person who is always selling him- 
self—who never gets credit for serving 
others, who bluntly “sells” himself rather 
than using the subtle approach to convey 
his ideas—is labeled as a mercenary or a 
“climber.” So is a company that attempts 
to create good public relations through 
aggressive shouting about its merits. 

There is only one indispensable factor 
in conducting public-relations programs: 
the caliber of mind and character of the 
men who carry them out. Public relations 
requires the perceptiveness and_intelli- 
gence to sense public attitudes and the 
skills and techniques to mold these atti- 
tudes. Without these, no amount of man- 
power or money will serve any purpose. 
Some of the biggest and _ best-financed 
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public-relations operations are doing me- 
diocre jobs, while some of the best pro- 
grams are being conducted by small 
groups of talented people with limited 
budgets. 

(4) Make the concepts of modern pub- 
lic relations basic to the thinking of the 
entire marketing operation. Public rela- 
tions cannot be used merely as a “tool” 
and serve effectively in molding public 
attitudes. It is the essence of company 
life and policies, not a device to smooth 
them. To relegate public relations to the 
status of a tool to be assigned when some- 
one thinks of it usually will mean ineffec- 
tive results. 

(5) Direct the public-relations concept 
throughout the company. All executives 
and white-collar personnel must be edu- 
cated to the principles and importance of 
being aware of public attitudes and how 
to affect them. Wholesalers and dealers 
must be educated to carry out the com- 
pany’s policies, lest they destroy the im- 
age at the critical level where they meet 
the public. 


VALUE OF PUBLIC RELATIONS 
This is a revolutionary and challenging 
era in America, and especially for Amer- 
ican business. Managements are awaken- 
ing to the three ways that public relations 
can help them in their marketing pro- 
gram: 

(1) Helping to assure a healthy econ- 
omy by creating demand, and 
thereby helping to move goods. 

(2) Creating a better understanding be- 
tween groups of people, and thereby 
helping to overcome the widening 
gaps created by rapid technical and 
social change. 

(3) Accelerating the development of 
better images of what companies 
want to be. 


Every revolution results in loss of status 
for those who are out of tune with its 
changes, and elevates those who are alert 
to them. The current “quiet American 
revolution” can be called a revolution in 
public attitudes. Public relations, as the 
discipline that deals with public attitudes, 
is on the verge of even greater acceptance 
than ever. 


Company Image 


F all the responsibilities borne by 

the modern marketing man, build- 
ing a better corporate image is one of the 
most important contributions he can 
make to his company’s growth. But a 
company’s reputation, or “image” as it 
is now popularly called, is such an in- 
tangible entity that until recently it has 
been difficult, if not impossible, to define 
just what a company’s public image is or 
what it ought to be. 

However, a new approach to image 
measurement has been developed to eval- 
uate the reputations of companies. This 
technique, called the “Company Image 
Profile,” has been used as a first step in 
corporate image-building programs be- 
cause it defines, in a precise and systematic 
way, the current reputation of a company, 
the reputations of its competitors, and the 
kind of reputation the public demands of 
a company in its field. 


CLEARING AWAY THE MYSTICISM 

A company-image study necessarily deals 
with a high level of abstraction. For this 
reason the evaluation of company images 
has often been considered a mysterious 
undertaking—so much so that many mar- 
keting people have come to believe that it 
is impossible to measure the personality 
of a company in a precise and systematic 
manner. 


© About the Author. John F. Bolger, Jr. is the Pres- 
ident of The Bolger Company, Chicago consulting 
firm which specializes in the evaluation of corporate 
and media images. He was formerly with the Chicago 
office of McCann-Erickson, Inc., advertising agency. 
Mr. Bolger is a graduate of Georgetown University 
and the Harvard Business School. 


How To Evaluate Your 


e JOHN F. BOLGER, JR. 


One of the most popular subjects among marketing men is how to 
create the right kind of public image for their company. 

This article explains the highlights of a new and unique approach to 
this problem. The method has been used successfully by a number of 
Chicago companies and advertising agencies. 


But people responsible for a company’s 
reputation have always realized that the 
personality of a company, like the person- 
ality of a human being, is made up of 
many different dimensions or “traits.” 
The problem has been to find out what 
these personality traits are, and then to 
isolate them so that they can be studied 
one by one. 


SEARCH FOR TRAITS 

The solution to the problem is based 
upon recognition of the fact that any per- 
sonality trait of importance to a company 
certainly would be capable of expression 
by one or more words in the English lan- 
guage. Words, of course, are the way peo- 
ple express their thoughts. 

The basic assumption is that any idea 
of importance that an English-speaking 
person can have about a company can be 
expressed by some word or words in the 
English language. A comprehensive analy- 
sis, therefore, was made of every word in 
the English language: the 60,000 words in 
Webster’s Collegiate Dictionary and the 
52,000 words in Roget’s International 
Thesaurus. Every word which could rea- 
sonably be used to describe a company 
was studied. The words were then divided 
into synonym groups, using Webster's 
Book of Synonyms. 

It was found that ali _ the words that 
can be used to describe a company fall 
into a certain number of synonym groups. 
The most representative word of each 
group was chosen and tested experimen- 
tally. This study resulted in the “trait” 
words which best represent each of the 
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basic “traits” or dimensions of a com- 
pany’s reputation. 


UNIVAC CARD INTERVIEWS 

Each basic trait word, along with a defi- 
nition of how the word applies to a 
company, has been printed on a Reming- 
ton-Rand tab card. Specially trained inter- 
viewers bring the cards to a cross-section 
of whichever public the company is inter- 
ested in. People who qualify by having 
at least some familiarity with the com- 
pany and its competition are interviewed. 

Each respondent sorts the deck of trait 
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cards to show his personal opinion of the 
client company. The same respondents 
also sort trait cards to describe the com- 
pany’s major competitors. This provides 
a benchmark so that the client company 
will be able to evaluate the relative merit 
of its own score on each trait. It also 
keeps the respondent from knowing which 
company is sponsoring the study. 

Each respondent uses a separate deck of 
keyed Univac tab cards. The average 
study involves the personal in-the-home 
or at-the-office sorting of over 15,000 trait 
cards. 


Ficure 1. Company-image spectrum. This shows how the results of the “Company Image Profile” 
are presented. 

Each spoke in the wheel stands for one of the basic company-image traits as seen by the public. 
The strength of each trait is shown by how far it reaches out from the center. The scores that 
consumers give the client company (gray spokes) are superimposed on the “ideal company” (black 
spokes). Where the gray spokes do not cover the black, the client company’s image is weak. (Some 
of the trait words have been deleted to preserve the confidential nature of the study.) 


FINDING THE “IDEAL” IMAGE 

Using the same trait cards, the respond- 
ents are instructed: “Please use these cards 
to describe the kind of manufacturing 
company from which you would like to 
buy an (automobile).” This gives the cli- 
ent company an accurate profile of the 
public’s “ideal image” for a company mar- 
keting this kind of product. 

Thus, the Company Image Profile pro- 
vides three valuable comparative scores 
for each personality trait: (1) the score 
for the client company; (2) the score for 
one or more competitors; and (3) the score 


for the ideal company in his line of busi- 
ness. 


DISCOVERING PROBLEM AREAS 

A comparison of these company images 
(the client company, competitors, and the 
ideal company) shows by sharp contrast 
which are the strong points and which 
are the weak points of the client com- 
pany’s personality. Figure 1 shows where 
the consumer image of a specific company 
(gray) compares with the “ideal” image 
for its industry (black). When the black 


shows through, the company’s reputation 
is deficient. 


TABLE 1 
SAMPLES OF “COMPANY IMAGE PROFILE” RESULTS 


HOW TO EVALUATE YOUR COMPANY IMAGE 


The traits are then analyzed with the 
help of a Univac File Computer to find 
out what type of people (age, socio-eco- 
nomic group, product experience, etc.) 
have a favorable or unfavorable opinion 
of the company on each of its personality 
traits. 

The client company then knows: what 
personality traits it is weak in, how seri- 
ous these weaknesses are, and the kind of 
people who have a favorable or adverse 
opinion of each trait in the company im- 
age. 


BASIS FOR IMAGE-BUILDING 

When a company knows the strong and 
weak areas of its personality, it is ready to 
decide which traits to emphasize in its 
communications with the public. 

As a typical example of how helpful 
the results can be, suppose that the “Com- 
pany Image Profile” turns up a low score 
in the “progressive” area—that people 
think of the company as decidedly “old- 
fashioned” and “homespun.” This finding 
is checked against the “progressive” score 
of competitors, and against the score for 
the ideal company in this line of business. 
It is also compared with the kind of com- 


Conservative Imaginative Warm-hearted 
(. . . is cautious ..hasarepu- (... hasadeep 
of change.It acts tation for think- interest in the 
within bounds ing up new ideas.) welfare of others.) 
that are believed 
to involve little 
risk.) 
Banks 
Ideal Image 79.5 60.0 81.0 
Actual Image (average of 5 banks) 46.0 28.1 22.5 
Image Deficiency 33.5 31.9 58.5 
Appliance Companies 
Ideal Image 67.5 67.0 56.0 
Actual Image (average of 3 companies) 51.7 79.2 45.5 
Image Deficiency 15.8 0 10.5 
Insurance Companies 
Ideal Image 76.5 68.0 82.5 
Actual Image (average of 4 companies) 23.5 13.4 (8.0) 
Image Deficiency 53.0 54.6 90.5 
Consumer Image of “Most Large Companies” 455 64.5 05 
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pany image that the president or top man- 
agement of the company would like peo- 
ple to have of the company. 

If the company lags badly in all these 
comparisons, corrective action is decided 
upon. Everyone responsible for building 
the company image is told that the com- 
pany wants to accentuate progress in all 
of its activities and communications. Ad- 
vertising and public relations people in 
particular are asked to emphasize progress 
in every possible way. 

To change or improve the public image 
of a company is, of course, a very difficult 
task. But when all of the people respon- 
sible for building a new or better image 
know exactly which traits to emphasize, 
the image-building job can be accom- 
plished sooner, more economically, and 
more effectively than before. 


SOME SAMPLE RESULTS 
The results of individual studies are, 
of course, highly confidential; but in some 
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industries enough data have been collected 
to provide averages. Table 1 gives the 
results of consumer-image studies of three 
of the basic corporate image traits in three 
different industries. Scores may range from 
a high of 100 to a low of minus 100, A 
deficiency of 10 points usually is consid- 
ered significant. 

These are only three of the basic cor- 
porate image traits, but they show how 
comparative images of companies can be 
studied statistically. The table also dem- 
onstrates that the results of the “Company 
Image Profile” are fairly self-evident. They 
require little interpretation; and recom: 
mendations based upon self-evident re- 
sults such as these are usually more read- 
ily accepted by management. 

Because it is comprehensive in scope, 
yet simple in application, the “Company 
Image Profile” seems to be a practical 
first step in the difficult, long-range prob- 
lem of creating the right kind of corpo- 
rate image. 
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Creative Marketing of 


Life Insurance 


the mass market. 


HE life-insurance business needs to 

take a long, hard look at its market- 
ing processes, especially in relation to the 
mass market. Is the life-insurance business 
filling its whole market or only a part of 
its market? How must the present system 
of marketing life insurance be changed 
if it is to do the whole job? 

Many successful life-insurance agents 
are quick to agree that as a group they 
are focusing on just a part of the market 
while the remainder—most of the market 
—is largely overlooked. True, more life in- 
surance is sold every year. Total sales are 
growing. Apparently the satisfactory ag- 
gregates of the business obscure the un- 
satisfactory life-insurance sales record in 
most of the major income segments of 
today’s market. 


LIFE INSURANCE OWNED 
Consider the following four facts: 


@ About the Author. Thomas C. Morrill is vice pres- 
ident of State Farm Mutual Automobile Insurance 
Company, Bloomington, Illinois. This company insures 
more automobiles than any company in the world; 
it also owns and operates as companion enterprises 
life-insurance and fire-insurance affiliates. 

For several years Mr. Morrill was on the staff of 
Alfred M. Best Company, Inc., insurance analysts and 
reporters; and from 1945-1950 was deputy superin- 
tendent of insurance for the State of New York. He is 
co-author of “Insurance Supervision and Practices in 
England” (1948), and author of “Fire Insurance 
Terms and Discounts” (1950), both published by the 
State of New York Insurance Department. 


e THOMAS C. MORRILL 


Annual life-insurance spending is declining for every income group 
except the highest. Life-insurance companies traditionally have con- 
centrated on families of well-above-average income, to the neglect of 


Yet because middle-income groups are growing in size and buying 
power, creativity in the marketing of insurance to this major segment 
of the population is needed. 

The author believes that the life-insurance business has failed to 
adopt modern marketing concepts. He suggests a re-evaluation of dis- 
tribution methods in the light of marketing principles. 


(1) In three out of four American fam- 
ilies, nobody has as much as $5,000 of 
individual insurance in force on his life. 

(2) In the income group from $3,000 to 
$5,000, nine out of ten adult members do 
not have as much as $5,000 of individual 
life insurance. And 59 per cent of Amer- 
ica’s spending units have less than $5,000 
a year of money income. 

(3) In the income group from $5,000 
to $7,500, which includes close to a quar- 
ter of all families, eight out of ten adults 
do not have $5,000 of individual life in- 
surance. 

(4) Even in the group over $7,500 of 
income, almost seven out of ten members 
do not have $5,000 or more of individual 
life insurance. 


LIFE INSURANCE SPENDING 

On the other hand, spending figures for 
life insurance are encouraging when ex- 
amined as a whole. In the six-year span 
from 1950 to 1956, the percentage of 
spending units that had some life insur- 
ance moved up from 75 to 79 per cent. 
The mean premium paid by insured 
spending units for all forms of life insur- 
ance rose from $150 to $igo. This was a 
27 per cent increase in the number of dol- 
lars for life insurance by all spending 
units on the average. But while the aver- 


11957 Survey of Consumer Finances,” Federal 
Reserve Bulletin, August, 1957. 
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age was going up, what was happening 
by income groups? 

Consider the group from $3,000 to 
$4,000. This is about 12 per cent of U.S. 
households. Their life-insurance spend- 
ing dropped from $115 to $105 between 
1950 and 1956 (g per cent). 

In the $4,000 to $5,000 group—about 19 
per cent of U.S. households—the figure 
dropped from $140 to $120 (14 per cent). 

In the $5,000-$7,500 bracket, life-insur- 
ance spending dropped from $210 to $185 
(12 per cent); and in the $7,500-and-over 
group from $535 to $440 (18 per cent). 

How can the average amount spent for 
life insurance go up over-all and yet go 
down for every significant income group? 
The answer must lie in the fact that mil- 
lions of families “moved up” to higher 
income brackets during these six years, 
taking their life insurance spending hab- 
its with them.? 

People who move up to higher-income 
groups tend to reduce the average amount 
spent for life insurance in the group they 
leave as well as in the group they enter. 
They were above-average spenders in the 
bracket they left, but below-average spend- 
ers in the bracket they entered. The les- 
son is this: Such a mathematical phenom- 
enon is possible only because the sale of 
new life insurance at these income levels 
has not kept pace with the rising incomes 
in the brackets where most of America’s 
families live. 

There is one area where the life-insur- 
ance business is doing very well indeed. 
That is at the upper end of the income 
scale. Remembering that in 1956 the aver- 
age premium paid by insureds in the 
$7,500-and-over bracket was $440, note 
how this figure breaks down by segments 
of that income bracket: For $7,500 to 
$9,999 incomes, spending was $255 a year; 
for $10,000 to $14,999, it was $385, a year; 
and for $15,000 and over, it was $1,135 a 
year. The latter bracket makes up about 3 
per cent of all American families. 


Life-Insurance Sales 
The data on dollars spent for life in- 


*See the advertisement “How Long Will the 
‘Habit Lag’ Be Allowed to Hold Down Our Econ- 
omy?” J. Walter Thompson Company, Tide, Vol. 
32, No. 1 (January 10, 1958), p. 53. 
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surance cover all policies now in force 
that were sold over all past years. This is 
how life-insurance purchases were made 
in 1956: the $10,000-and-over income 
bracket (8 per cent of spending units) 
bought 32 per cent of all ordinary life in- 
surance sold. Move the income floor down 
to $7,500, and 17 per cent of all the peo- 
ple made 41 per cent of all ordinary pur- 
chases. Then drop the floor to $5,000, and 
41 per cent of the people made 67 per 
cent of the purchases.® 

As a broad generalization, a third of all 
ordinary life sales are made to families 
earning under $5,000, another third to 
those in the $5,000 to $10,000 bracket, 
and the remainder to those over $10,000. 
These groups represent, in order, 59 per 
cent, 33 per cent and 8 per cent of total 
families. (For simplicity, and because data 
are not available in identical bases, the 
difference between “families” and “spend- 
ing units” is disregarded.) 


NEED FOR MARKETING ANALYSIS 

What is happening to the life-insurance 
business? Is it selling more and more life 
insurance to fewer and fewer people? Is 
the emphasis on programming, estate 
planning, business insurance, and pension 
plans evidence of a steady pressure to- 
ward bigger individual sales, to prospects 
with the ability to pay for them? Have 
declining commissions per unit plus ris- 
ing costs of living forced the established 
life-insurance underwriter to concentrate 
on the well-to-do? 

Any business will normally seek out its 
most productive market, the market in 
which its existing distributive system 
functions most efficiently. In life insur- 
ance the individual agent, manager, or 
general agent could not very well afford 
to do otherwise. But with the great ma- 
jority of people “lightly” protected by life 
insurance, if protected at all, and with 
sales heavily concentrated in the small 
group of highest-income families, the life- 
insurance business must decide whether 
to be content with the current sales pat- 
tern, and, if not, how to sell the mass 
market. 


*“Life Insurance Buying,” 1956, The Institute 
of Life Insurance, New York, N. Y. 
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Dominant Middle Class 

That there is a great, growing mass 
market in America today is so well estab- 
lished as to require little elaboration. The 
low-income class is shrinking, and the 
middle-income group is becoming dom- 
inant. Since 1951, the number of spend- 
ing units receiving over $5,000 of income 
has almost doubled. The median income 
of all spending units has doubled since 
1945 in terms of current dollars. Even 
after allowing for price inflation, real pur- 
chasing power has increased 40 per cent, 
with most of the improvement occurring 
since 1951.4 

Other changes have paralleled this shift 
in purchasing power. People are living 
differently, earning differently, spending 
differently. It is a changing market, and 
many businesses have discovered that rad- 
ical changes in products, pricing and dis- 
tribution were necessary if they were to 
continue to compete. 

The life-insurance business may well 
come to the conclusion, as have many 
other businesses serving consumer needs, 
that the existing distribution system will 
need to be modified, or more probably 
complemented, by a new approach. En- 
lightened experimentation will be _ re- 
quired. The insurance business needs to 
resist the temptation to examine each ap- 
proach in terms of the potential disturb- 
ance to the status quo. The evidence that 
the status quo is not adequately selling 
the mass market and is not practically 
adaptable to that objective argues that 
the test for a new idea should be whether 
it will help fill the gap. 


TRENDS TO MULTI-LINE SELLING 

Family-Life Policy 

Today there are strong consumer de- 
mands for convenience: instant cereal, 
coffee, pudding, cake mix, tea, biscuits, 
fruit juices, meat pies, TV dinners. Per- 
haps the life-insurance business needs in- 
stant life insurance. In a sense, this now 
exists in the Family Life Policy, which 
covers the entire family in one contract, 
plus automatic coverage for new arrivals. 

The Family Life Policy is a tremendous 
marketing achievement. Its sales prove it 


*Same reference as footnote 1. 


to be one of the most revolutionary mar- 
keting developments in life-insurance his- 
tory. There has never been a public re- 
sponse to a new form of life insurance 
comparable to that experienced in mar- 
keting the family policy. 

In this simple “package,” the life-in- 
surance business is providing family pro- 
tection in a form that appeals to today’s 
customers. The best argument for the 
family policy is the $5,000 of protection 
that it puts on the head of the household. 
The best rebuttal to its critics is the fact 
that in three out of four American homes 
today nobody now has that much insur- 
ance. The family policy represents a true 
life-insurance marketing innovation. 


Methods of Payment 

Another mass-market concept is that of 
payment plans. “In the new middle-class 
. . . the overriding aim is to have one- 
self precommitted to regular, unvarying 
monthly payments on all the major items. 
Come the first of the month and there is 
practically nothing left to decide.’® 

The business that sets itself counter to 
the spending habits of its customers is 
overburdening its chances of success. If 
the monthly income is already committed 
to rent, car payments, television-, refrig- 
erator-, and personal-loan installments, 
what can be left to meet irregular lump- 
sum obligations: annual life-insurance 
premiums, for example? 

The Travelers Insurance Company has 
faced this problem by developing a 
monthly payment plan. “Like rent,” says 
Travelers. “Since family living is thought 
of as a unit comprising such segments as 
the home, the car, the education of chil- 
dren, possessions and recreation, it is only 
natural that insurance is going to be 
thought of increasingly as a single unit 
protecting all these values. . . . Hundreds 
of middle-income families . .. want to 
pay for their insurance by the month.” 


Pre-authorized Checks 

' Just as the Travelers plan represents a 
marketing innovation for the insurance 
business, so does the pre-authorized check 


* William H. Whyte, Jr., The Organization Man 
(New York: Simon and Schuster, 1956), p. 323. 
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plan. Here the insurance company de- 
posits monthly checks drawn on the 
policyholder’s bank account as previously 
authorized by him. 

The growth in popularity of this plan 
is an example of the desire that many 
middle-income families have to be re- 
lieved of decisions. The pre-authorized 
check is “painless.” It is simply another 
automatic deduction. Some life-insurance 
markcters have already acted to gear their 
collection practices to the budget concept. 
Others might well profit from a study of 
its implications. 

Another Approach 

Many fire-insurance and casualty-insur- 
ance organizations have provided them- 
selves with life-insurance affiliates during 
recent years. This is recognized as a form 
of distribution innovation; yet the State 
Farm Insurance Group has been selling 
life insurance through automobile-insur- 
ance agents for more than a quarter of a 
century. This approach is not mentioned 
because it represents the only answer to 
the problem of serving the mass-insurance 
market, but because it is one way of doing 
it that is meeting with success. 

State Farm agents sell automobile, life, 
and fire insurance. The 7,500 agents sell 
mostly to individuals rather than to busi- 
ness and industry. Their principal role is 
to provide three of the basic forms of in- 
surance required by the modern family. 

That approach has made it necessary to 
think in terms of marketing insurance on 
a mass scale to millions of people. The 
State Farm plan for selling automobile 
insurance—a plan long regarded as almost 
heretical by many competitors—was built 
on the same principles of agents’ compen- 
sation, direct billing, and continuous pol- 
icies as are standard in life insurance. 


Importance of the Automobile 

The automobile has grown to be a 
major factor in American family life; and 
psychological research has shown that a 
car is more to its owner than a means of 
transportation.® The kind of car a man 


* Joseph W. Newman, Mottvation Research and 
Marketing Management (Boston: Harvard Univer- 
sity Graduate School of Business Administration, 
1957)» PP- 71-152, 223-263. 
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selects is a manifestation of his personal- 
ity. It means more to him than a TV set 
or some furniture. It is one of his most 
important and personal possessions. 

The important study of consumer ex- 
penditures done for LIFE magazine by 
Alfred Politz shows that in 1956 the aver- 
age U.S. family spent 14 per cent of its 
$4,110 total expenditures for automotive 
costs.7 The figure was $591 (which con- 
trasts with the $190 spent that year for 
life insurance). Only food and housing 
commanded a greater share of the average 
consumer dollar. 

Automobile insurance has an intense 
social sanction, is regarded as a “good 
thing.” It has an accepted, almost manda- 
tory status. People buy it voluntarily. 
Some of the State Farm studies have 
shown that 72 per cent of the policyhold- 
ers sought out the agent, rather than the 
other way around! 

Since the automobile today is owned 
and used by people of all income levels, 
and since almost all of them want to in- 
sure it, the sale of automobile insurance 
is not really difficult. A new agent “start- 
ing from scratch” may have 500 cars in- 
sured in from two to three years. In five 
years, he is likely to have from 800 to 
1,000 insured. And, by this means, he will 
have built a personal contact with hun- 
dreds of families. 


Introducing Other Lines 

Such an insurance agent is never lonely. 
For many of the families that he insures, 
he is the only insurance man asking for 
their business. One out of three policy- 
holders will have some kind of claim in a 
year. The claim check gets personal deliv- 
ery, creating a favorable climate in which 
to bring up the subject of life and fire in- 
surance. 

If many of the middle-income levels are 
not fertile enough ground for a single- 
line life insurance agent, the practicality 
of a multi-line approach is more readily 


* LIFE Study of Consumer Expenditures, Vol. 1, 
Conducted for LIFE by Alfred Politz Research, 
Inc., 1957. Also see Richard H. Ostheimer, “Who 
Buys What?” JOURNAL OF MARKETING, Vol. 22 (Jan- 
uary, 1958), pp. 260-272. 
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seen. After all, what are the personal in- 
surance needs of the average middle-in- 
come family? He should insure his auto- 
mobile, his dwelling, and its furnishings 

. and the lives of the family members. 
The agent who can supply all his basic in- 
surance needs can make the contact worth 
his time, whereas the single-line agent 
would find it impossible to do so. 

The warm feelings of security that peo- 
ple seek in their relations with their in- 
surance agent are not tied to a particular 
type of protection. They can gain greater 
peace of mind when they have strength- 
ened the ties to their insurance counselor 
through the purchase of all the coverages 
needed by the family unit. The agent can 
become the family-insurance man. 

The new interest of property-insurance 
groups in life insurance must be consid- 
ered in the light of the market to be 
served. An insurance stock dealer said: 
“The day is rapidly approaching when 
people will buy all of their insurance pro- 
tection from a single source and pay for it 
in single monthly instalments. . . . And 
there in a nutshell is the reason why the 


major fire-casualty companies are getting 
into the life insurance business.’’® 

But a conflicting point of view has been 
expressed by a trade-journal editor: “. . 
To us, the idea (of multiple-line selling) 
has never seemed compatible with the 
professionalism toward which the busi- 


ness has sought to move. ... We are 
awed by the tremendous scope of the 
property insurance field... only the 
rare individual can be truly competent in 
both the income insurance and the prop- 
erty insurance fields.’® 

Both quotations need to be qualified as 
to the market that the authors are talking 
about. It is true that many of the prop- 
erty companies now acquiring life affili- 
ates use the American Agency System as 
their distribution mechanism. 

It is agents of this type who place a 
large share of the property-insurance pro- 
tection required by American business 


*Robert H. Huff & Co., “Items and Ideas on 
Insurance Stocks,” (Los Angeles, January 3, 1958). 
*“Is Multiple-line Selling Professional?” The 
Insurance Salesman, Vol. 100, No. 12 (December, 


1957)» P- 35- 


and industry. Such agents will also serve 
the insurance needs of individuals, but 
their market is found principally in the 
upper- rather than in the middle- or 
lower-income levels. To that extent, any 
additional life insurance they sell will 
only intensify the competition in that 
part of the market. They are not likely, 
by entering the life-insurance business, 
to expand significantly the distribution of 
life insurance to the middle market. 


Professionalism 


The need for professionalism in serving 
the property-insurance needs of great cor- 
porations, or the life-insurance needs of 
upper-income people, is scarcely debat- 
able. But the typical insurance needs of 
the mass-market family are simply met, 
and must necessarily be. Life-insurance 
“professionalism” is economically feasible 
for the over-$15,000 group that spends 
$1,135 a year for life insurance; it cannot 
survive on the $1go a year of the average 
family. 

To the extent that policies, endorse- 
ments, and payment plans are needlessly 
complicated, they should be simplified. 
The package plan can serve the common 
insurance needs of most families; and the 
promotion of package selling will serve 
the ends both of adequate protection and 
of efficient, economical distribution. 


MARKETING ORIENTATION 

From discussions of new policies, new 
payment plans, new selling methods, it is 
clear that a new marketing orientation is 
coming about in the insurance field, even 
though the industry has not yet recog- 
nized or defined these developments in 
marketing terms. Yet one need only read 
the literature of other businesses to be 
impressed with the great spread of this 
concept elsewhere. 

Peter Drucker has referred to market- 
ing as having “its focus on the customer.” 
He says that “marketing is . . . the proc- 
ess through which economy is integrated 
into society to serve human needs.” An- 
other view of the marketing structure has 


* Peter F. Drucker, “Marketing and Economic 
Development,” JOURNAL OF MARKETING, Vol. 22 
(January, 1958), pp. 252-259, p- 253. 
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been expressed in this way: “In market- 
ing . . . a business will group under one 
centrally directed department those func- 
tions that relate to sensing the customer’s 
needs and wants, translating them for 
company action and then getting them 
into his hands in the most effective way.” 

Today the consumer is still king. And 
the chief marketing executive is charged 


“Selling Tomorrow's Market,” Nation’s Busi- 
ness, Vol. 45, No. 2 (February, 1957) pp. 76-81, 
p- 76. 
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with knowing the customer’s needs and 
wants, and reflecting them in his product 
planning and profit planning. “Any mar- 
keting man who takes his eyes off the 
distribution system for more than a min- 
ute is likely to find himself missing the 
play entirely.”!2 The life-insurance busi- 
ness can no longer afford to be laggard in 
the marketing arena. 


“Editorial in Advertising Age, Vol. 28, No. 50 
(December 16, 1957), p- 12. 
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The Scope of the Military Market 


URCHASES by the Department of De- 

fense and its constituent military agen- 
cies currently account for almost one- 
tenth of the total output of the American 
economy! 

In absolute terms, sales to the military 
have risen from $19.8 billion (fiscal year 
1951) to $39.0 billion (fiscal year 1958). 
As a per cent of the gross national prod- 
uct (GNP), military spending has risen 
from 6 to g per cent during this period, 
indicating that the military market was 
expanding at a rate 50 per cent faster 
than business as a whole. 

Moreover, the trend of military spend- 
ing has been characterized by much 
sharper fluctuations than in the civilian 
economy. Military spending rose from a 
low of 6 per cent of GNP in 1951 to a 
high of 12 per cent in 1953, and subse- 
quently leveled off at about g per cent 
(the average for fiscal years 1956 through 
1958). 

Business investment, the private sector 
of the economy most comparable to the 
military market in nature of purchases 
and size ($41 billion in 1958), has followed 
a more even pattern. Expenditures for 
business construction and durable equip- 
ment have fluctuated within the narrow 


@ About the Author. Murray L. Weidenbaum is Prod- 
uct Economist, Headquarters Offices, Boeing Airplane 
Company. He has served as economist with the U. S. 
Bureau of the Budget and also with the Convair Di- 
vision of the General Dynamics Corporation. 

He is the author of Government Spending: Process 
and Measurement (Boeing Airplane Company, 1958), 
and of a number of articles on various aspects of 
government spending. He received his Ph.D. in eco- 
nomics from Princeton University. 


@ MURRAY L. WEIDENBAUM 


This article describes the major categories of the military market 
in the United States. Important changes in the composition of the mil- 
itary demand for goods and services are also indicated. 

These developments include the emergence of the Air Force as the 
largest military customer; increased emphasis on the procurement of 
new weapons; and the replacement of conventional weapons by mis- 
siles, jet aircraft and, in the forseeable future, space vehicles. 


band of 9.3 and 10.8 per cent of GNP 
during the years 1951-1958. 

The scope of the military market differs 
significantly from civilian markets. What 
are the more important changes which are 
taking place? 


BASIC ELEMENTS OF THE MILITARY MARKET 

Essentially, three major customer groups 
create the demand for military goods and 
services—the Air Force, Army, and Navy. 
Each of the three services has been as- 
signed specific roles and missions and, 
therefore, has a different set of require- 
ments. In addition, smaller amounts are 
spent directly by the Office of the Secre- 
tary of Defense, mainly for pay of retired 
servicemen and advanced research proj- 
ects. 

Of the three services, the Air Force is 
the largest customer, accounting for al- 
most half of total defense expenditures in 
recent years, Outlays by the Navy and 
Army each account for about one-quarter 
of the total. 

Of particular significance is the distri- 
bution of expenditures by type. Military 
expenditures are usually classified into 
six categories: (1) procurement; (2) mil- 
itary personnel costs; (3) operations; (4) 
construction; (5) research and develop- 
ment; and (6) a miscellaneous group in- 
cluding retired pay, the reserve programs, 
and several establishment-wide activities. 


Procurement 

The procurement category consists pri- 
marily of production and purchases of 
military weapons, such as aircraft, mis- 
siles, ships, tanks, artillery, and supporting 
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electronics. Procurement expenditures in 
1958 were $14.7 billion, or 38 per cent 
of the total defense budget, a substantial 
rise from $4.0 billion, or 20 per cent, in 
1951. See Table 1. 

Within the procurement category, air- 
craft and missiles account for the bulk of 
the market for each of the three services. 
Over two-thirds of Air Force equipment 
purchases are currently for manned air- 
craft, with the remainder mainly for mis- 
siles and electronics. Somewhat contrary 
to popular supposition, the largest cate- 
gory of Army procurement is missiles, 
rather than artillery, ammunition, or 
land vehicles. Aircraft purchases likewise 
dominate Navy procurement; ship con- 
struction involves substantial but smaller 
amounts. 

The shift in emphasis to new weapons 
is most striking. With one or two excep- 
tions, there is hardly a production model 
on the Air Forces’ 1959 procurement list 
in the aircraft and missile categories that 
was included in the 1955 program. Sim- 
ilar relationships hold for the other serv- 
ices. 

Two other procurement categories are 
of major importance at the present time, 
Naval ships and electronics. The four 
major procurement categories—aircraft, 
missiles, ships, and electronics—accounted 
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for go per cent of total defense procure- 
ment expenditures in 1958. 

The remaining procurement funds 
(some 10 per cent) are divided among 
combat vehicles, support vehicles, artil- 
lery, weapons, ammunition, production 
equipment and facilities, and miscella- 
neous procurement and production. Each 
of these latter categories has shown a ma- 
jor decline in recent years as a result of 
this shift from conventional ground 
weapons to modern air and space weap- 
ons. 


Military Personnel 

The military-personnel category covers 
the pay, subsistence, transportation, and 
related outlays for the men who operate 
and maintain the military establishment. 
Expenditures in this category were $10.4 
billion in 1958, or 27 per cent of total mil- 
itary outlays, compared to $7.1 billion, or 
36 per cent, in 1951. As of the end of 
1958, the Army had goo,ooo men on ac- 
tive duty, the Air Force 875,000, and the 
Navy 833,000. 

Fluctuations in armed strength furnish 
a key to requirements for food, clothing, 
and related personnel-type demands. Im- 
portant changes also occur in the compo- 
sition of military personnel strength. The 
introduction of increasingly complicated 
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weapon systems into our forces has been 
raising the skill and experience level re- 
quired. For example, 52 per cent of the 
military personnel in a B-47 bomber wing 
are required to be technically trained, 
and 61 per cent in the B-52 wings. Tech- 
nical personnel constitute two-thirds or 
more of total military personnel in the in- 
termediate and intercontinental range 
ballistic-missile units. 


Operations 

Expenditures for operations cover the 
pay of civilian employees of the military 
establishment and consumption-type and 
related outlays not covered under pro- 
curement. Operating expenditures of this 
nature totaled $9.1 billion in 1958, 23 per 
cent of total military expenditures, com- 
pared to $6.7 billion or 34 per cent in 
1951. Purchases from private business in 
this latter category are mainly petroleum, 
oil, lubricants, spare parts, and medical 
and other organizational equipment and 
supplies. 


Construction 

Military construction programs include 
air fields, missile-launching sites, navy 
yards, and troop-training facilities. Ex- 
penditures in 1958 of $1.6 billion were 4 
per cent of the military budget, an in- 
crease from $0.4 billion or 2 per cent in 
1951. 


Research and Development 


The research-and-development category 
covers the early stages of weapon develop- 
ment. Research-and-development expend- 
itures in 1958 were $1.8 billion, 5 per 
cent of the military budget, an appreci- 
able rise from $0.8 billion or 3 per cent 
in 1951. The bulk of these funds is de- 
voted to aircraft and missile programs and 
to the operation of research and test fa- 
cilities. 

The greatest part of the expenditures 
for military research and development is 
for work performed under contracts with 
industrial and research organizations, in- 
cluding universities. Additional work is 
carried on in the research, development, 
and test installations of the Department 
of Defense. 


The remainder of the military budget, 
$1.4 billion in 1958, was primarily for the 
reserve programs and retired pay. In 
1951, $0.8 billion was expended for these 
purposes. 


ANALYSIS OF THE CATEGORIES 

Analysis of the total military budget by 
categories reveals some basic differences 
among the three military markets. The 
bulk of Air Force funds is devoted to ob- 
taining new military weapons. Thus, 52 
per cent of fiscal year 1958 expenditures 
were made for research and development 
and major procurement: programs which 
mainly require the services of hard-goods 
manufacturers, such as in the aircraft, 
automobile, and electronic industries. Per- 
sonnel and other operating costs accounted 
for 42 per cent of the total; purchases 
from private business in the latter category 
are mainly for “soft goods” and other sup- 
plies which are consumed currently. 

In contrast, the great bulk of Army 
funds (70 per cent) was assigned to op- 
erational programs and a much smaller 
amount (22 per cent) to new weapons. 

The Navy occupies a somewhat inter- 
mediate position, with 44 per cent of its 
expenditures for new weapons and 51 
per cent for operations. 


DYNAMIC NATURE OF THE MILITARY 
MARKET 

Very significant changes have occurred 
in the relative portions of military funds 
available to each service and within each 
service. Moreover, further changes are in- 
dicated. 

As recently as 1953, the Army obtained 
the largest single share of the military 
budget, 37 per cent of the total. Since 
that time, the portion devoted to the Air 
Force has risen almost steadily, while that 
for the Army has declined. This shift is 
evidence of the increased planning em- 
phasis being placed on intercontinental 
ballistic missiles and other “strategic” 
weapon systems and space programs, 
rather than theater or “tactical” warfare 
programs involving masses of men and 
conventional land equipment. 

The Navy has shown relatively greater 
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stability in this respect, ranging between 
26 and 28 per cent of the military budget 
during the entire period 1951-1958. 

Important changes also have occurred 
among the major categories of the mili- 
tary market, mainly a shift from operating 
the military establishment to obtaining 
new weapons. The procurement share has 
risen from 20 per cent in 1951 to 38 per 
cent in 1958, while military personnel 
costs have declined from 36 to 27 per 
cent and operational expenses from 34 to 
23 per cent. However, each of these mar- 
ket categories has expanded substantially 
in absolute terms, as total military outlays 
doubled during this period. 

Also, the types of items procured have 
shifted. In 1951, three-fifths of total pro- 
curement outlays went for manned air- 
craft and an insignificant amount (0.5 
per cent) for missiles. At the present time, 
the proportion for aircraft is down to 55 
per cent, while missiles account for 21 
per cent and are on a rising trend. In ab- 
solute terms, of course, purchases of both 
types of weapon systems have increased 
very substantially during the period. 


THE OUTLOOK 
Very substantial fluctuations in the mil- 
itary market have taken place in the past 
decade and are likely to continue. The 
revised budget for fiscal 1959 places de- 


fense spending at close to $41 billion, 
compared with $39 billion in 1958. This 
level represents a 15 per cent annual in- 
crease from the post-Korean low of $35.5 
billion in 1955. The “Rockefeller Re- 
port,” published in early 1958, called for 
an increase of $3 billion a year through 
1960.1 

Increases in the military-expenditure 
rate comparable to the over-all increase in 
the economy could readily raise the an- 
nual total of the defense budget to over 
$50 billion annually in the 1960's. 

Although total sales to the military 
have risen rapidly in recent years, the 
composition of this demand has been al- 
tered sharply. As noted above, the Air 
Force has supplanted the Army as the 
largest military customer; procurement 
of new weapons has been emphasized at 
the relative expense of outlays for operat- 
ing and maintaining the military estab- 
lishment; and missiles and jet aircraft 
have replaced more conventional weapons. 

There is every indication that substan- 
tial changes of this sort will continue, 
particularly as space weapons such as 
rocket-powered bombers and reconnais- 
sance satellites are developed. 


1International Security—The Military Aspect, 
America at Mid-Century Series, Special Studies Re- 
port II of Rockefeller Brothers Fund, (New York: 
Doubleday and Company, 1958). 
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Dealing with Missing Information 
in Surveys 


e JOHN B. LANSING and A. T. EAPEN 


In every survey based on a probability sample the problem arises 
of missing information, in addition to problems of sampling error and 
response error. Entire interviews may be missing because of non-re- 
sponse (refusals, not-at-homes, etc.) or because dwelling units which 


N an ideal sample survey there would 
be no problem of missing information. 
A complete set of instructions and proced- 
ures would be planned, interviewers 
would locate all members of the probabil- 
ity sample to be studied, and complete re- 
plies would be obtained to all questions 
from all designated respondents. 

Actual sample surveys usually fall short 
of this ideal, however; and investigators 
must decide how to treat missing informa- 
tion. 

The problem of missing information 
has been carefully studied in connection 
with the annual Survey of Consumer 
Finances conducted by the Survey Re- 
search Center of the University of Mich- 
igan in co-operation with the Board of 
Governors of the Federal Reserve System. 


© About the Authors. John B. Lansing is a Program 
Director in the Economic Behavior Program of the 
Survey Research Center. His publications on survey 
methods include "Response Errors in Estimating the 
Value of Homes” with Leslie Kish, Journal of the 
American Statistical Association, Vol. 49 (September, 
1954), pp. 520-538. 

A. T. Eapen is an Assistant Study Director in the 
Economic Behavior Program of the Center. He has 
been a member of the staff on the Survey of Con- 
sumer Finances for the last three years. 

The authors wish to acknowledge their indebted- 
ness to other members of the staff of the Survey 
Research Center and of the Federal Reserve Board 
with whom they have discussed problems of survey 
methods. 


should have been in the sample were missed. An interview may be 
taken with one designated respondent in a family but not with others. 
Also, interviews may be incomplete. 

This article explains the techniques that can be employed to deal 
with missing information. 


These surveys have been conducted an- 
nually since World War II. 

The methods used in conducting these 
Surveys have been described elsewhere.! 
Information is gathered on such topics 
as distribution of income, debts, liquid 
assets, purchases of cars and other selected 
durables, housing, and economic atti- 
tudes. The population sampled consists 
of all spending units living in private 
households in the United States. The 
sample design involves selection of a prob- 
ability sample of dwelling units. If a 
dwelling unit falls in the sample, all 
spending units living at that dwelling 
unit also fall in the sample. 


FOUR TYPES OF MISSING INFORMATION 

There are four types of missing infor- 
mation to be dealt with in the Surveys 
of Consumer Finances: missed dwelling 
units, non-response, incomplete interviews, 
and incomplete families. 

The problem of missed dwelling units 
arises when the interviewer fails to re- 
cord the existence of a dwelling unit 
which should have been included in the 
sample. The problem of non-response 
arises when the interviewer fails to obtain 


*See “Methods of the Survey of Consumer Fi- 
nances,” Federal Reserve Bulletin, Vol. 36 (July, 
1950), pp. 795-809; and Contributions of Survey 
Methods to Economics, edited by Lawrence R. 
Klein (New York: Columbia University Press, 
1954), Chap. 1, pp. 9-48. 
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an interview from a designated respond- 
ent. The problem of incomplete inter- 
views arises when the interviewer obtains 
an acceptable interview but does not ob- 
tain answers to one or more of the ques- 
tions in the questionnaire. The problem 
of incomplete families arises when an in- 
terview is obtained from one spending 
unit in a multiple-spending unit family, 
but no interview is obtained from one or 
more of the remaining units in the fam- 
ily. 

Possible methods of treating missing in- 
formation include methods applied be- 
fore any statistics are estimated, and also 
adjustments applied to the statistics after 
they have been computed. The former 
include the use of weights to adjust the 
relative importance of different inter- 
views, the use of substitutes for missing 
interviews, and assignment of missing 
items of information within an interview. 
Post-computation adjustments include the 
practice of showing the percentage “not 
ascertained” in a table, leaving the ad- 
justment decision to the reader. 


(1) MISSED DWELLING UNITS 

A sample survey that relies upon a list 
for the design of the sample will suffer if 
the list is incomplete. For example, a sam- 
ple chosen by selecting names at random 
from a telephone directory is not repre- 
sentative, because persons who have no 
telephone have no chance of being in- 
cluded in the sample. A similar error may 
arise in surveys which rely upon lists of 
dwelling units prepared by interviewers. 

Various checks have been introduced 
in attempts to “pick up” the missed dwell- 
ings, but usually no information is avail- 
able that a particular dwelling unit has 
been missed.? However, the estimate of 
the number of dwelling units prepared 
by the Census Bureau can be compared 
with an estimate from the Survey for a 
given date. The Survey estimate is ob- 
tained by multiplying the number of 
dwelling units in the sample by the in- 


* Leslie Kish and Irene Hess, “On Noncoverage 
of Sample Dwellings,” Journal of the American 
Statistical Association (June, 1958), pp. 509-524; 
Morris H. Hansen and Joseph Steinberg, “Control 
of Errors in Surveys,” Biometrics, Vol. 12 (1956, 
Dec.), pp. 462-474. 
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verse of the sampling fraction. For ex- 
ample, if 3,000 occupied dwelling units 
were reported in a survey using a sam- 
pling fraction of 1 in 15,000, the implica- 
tion is that there were 45,000,000 occu- 
pied dwelling units at the time of the 
Survey. In the 1958 Survey of Consumer 
Finances this calculation yielded an esti- 
mate of occupied dwelling units slightly 
larger than that reported by the Census. 
This was due to sampling error in the 
estimate from the Survey. Earlier surveys 
have shown underestimates. 


(2) NON-RESPONSE 

In the 1957 Survey of Consumer Fi- 
nances no acceptable interview was ob- 
tained from 16 per cent of the spending 
units in the sample; and half of these 
were refusals. The interviewer was un- 
successful in other cases because she did 
not find the respondent at home, or the 
respondent could not co-operate. 

The probability that the interviewer 
will be successful is not the same for all 
spending units in the population. The 
probability of success is greater for spend- 
ing units of low economic status than 
that for those of high economic status; 
and it is greater in rural than urban 
areas. 

The procedure adopted in the Surveys 
of Consumer Finances for the reduction 
of the resulting bias is the use of weights 
to adjust the relative importance of the 
interviews. There are several reasons for 
the use of weights. 


Weighting for Variable Sampling Fraction 

In the Surveys of Consumer Finances, 
three or more sampling rates have been 
used. Characteristics such as income and 
liquid assets are more variable in some 
strata of the population than others; and 
greater sampling efficiency is obtained in 
estimating (say) mean income by sam- 
pling the former at a higher rate than 
the latter. For other characteristics of the 
population, such as most percentages, it 
is more efficient not to use a variable 
sampling fraction. The 1959 Survey uses 
a constant sampling fraction. 

When a variable fraction is used, well 
in advance of the interviewing period a 
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relatively large sample is selected and 
each dwelling unit is visited by an inter- 
viewer who rates it as a high-, middle-, 
or low-income unit. 

The high- and middle-income dwell- 
ings are sampled respectively at four and 
two times the basic rate used to sample 
the low-income dwellings. Each element 
in the sample is weighted to allow for 
the sampling rate used to obtain it. In 
the Survey the low-income groups are 
sampled approximately at the rate of 1 
in 24,000 dwellings; the middle-income, 1 
in 12,000; and the high-income, 1 in 
6,000. Assigning weights of 24, 12, and 6 
(or 4, 2, and 1) to interviews from the 
low-, middle-, and high-income dwellings 
respectively prevents bias resulting from 
the use of variable sampling fractions. 


Weighting for Non-Response 

The actual weights would take into ac- 
count only the variable sampling rates if 
the interviewers obtained interviews from 
all the spending units in the sample. But 
in practice, the response rate varies by 
type of dwelling unit. 

Assume a response rate of go per cent 
for low-income dwellings, 85 per cent for 
middle-income dwellings, and 80 per cent 
for high-income dwellings. For the high- 
income group, if the original sampling 
rate is 1 in 6,000 dwelling units and 20 
per cent are non-interviews, the effective 
sampling rate is 1 in 7,500 dwelling units. 
Likewise, even though the sample of mid- 
dle-income dwellings is chosen at the rate 
of 1 in 12,000, interviews may be taken at 
the rate of 1 in 14,117. Finally, the rate 
for low-income dwellings is, in effect, not 
1 in 24,000 but 1 in 26,667. 

The proper weights to correct for the 
effective sampling rates, therefore, are in 
the proportions, not 24, 12, and 6, but 
26,667, 14,117 and 7,500. The effect of in- 
troducing weights in these proportions is 
to allow for the variation in response rate 
from stratum to stratum, as well as for 
the variation in the original sampling 
fraction from stratum to stratum. 

Thus, the weight assigned to each in- 
terview actually obtained in the high-in- 
come group is increased to allow for the 
interviews missed in that stratum. The 


interviews taken in each stratum repre- 
sent the non-interviews in that stratum. 
This method of dealing with the problem 
of non-response is advantageous if the 
strata are in fact different from each 
other, and there is evidence that this con- 
dition is satisfied in the Surveys of Con- 
sumer Finances. 

As already indicated, differences in re- 
sponse rate have also been observed be- 
tween urban and rural areas. Therefore, 
the procedure outlined is used—each of 
the three economic groups is subdivided 
on a geographical basis according to size 
of community, and adjusted sampling 
rates are then calculated taking into ac- 
count the observed differences in re- 
sponse rates. 

In a similar manner adjustments are 
made to take into account the relatively 
low response rate for secondary spending 
units. 


Methods of Weighting 

There are two principal methods of in- 
troducing weights into a survey. In the 
Surveys of Consumer Finances the method 
is to punch a two-digit number in the 
last two columns on the card representing 
the interview. Machine runs must then 
be made on a tabulator or other machine 
capable of computing sums of weights in 
place of simple card counts, or in addi- 
tion to them. 

The second method involves reproduc- 
ing cards. In order to double the weight 
of an interview, for example, the card for 
that interview may be reproduced so that 
the deck used in making tabulations con- 
tains two identical cards for the same in- 
terview. This procedure may be general- 
ized to cover situations where weighting 
requirements call for reproducing cards 
in different strata at different rates. 
Where the required rate of reproduction 
of cards in a stratum is a non-integer, a 
random subsample comprising a frac- 
tional part of the cards in this stratum 
may have to be reproduced. 

The result is that interviews belonging 
to the same weight group have different 
weights, which leads to increased vari- 
ance of estimates based on the weighted 
data. This defect, however, could be rem- 
edied by expressing the required repro- 


duction rates of all strata as integers 
without altering their relative magnitude. 
Where there are a number of weight 
groups, this may result in reproducing a 
very large number of cards. 

In the Survey of Consumer Finances, 
there are over 3,000 interviews and gen- 
erally thirty-five decks of over 3,000 cards 
each for purposes of analysis. Even if dif- 
ferent weights are allowed for different 
interviews in a weight group, reproduc- 
tion of cards instead of punching weights 
would lead to use of perhaps 15,000 
cards in each of the thirty-five decks. 

The system of reproducing cards is 
more economical in the preparation of 
simple cross-tabulations. Non-weighted 
cards can be run on a machine such as 
the IBM 101, some models of which take 
450 cards a minute and make four runs 
simultaneously, whereas the simplest ma- 
chine on which runs of weighted cards 
can be made is the tabulator, which has a 
speed of about 100 cards a minute and 
makes only two runs at a time. The cost 
of such operations as making transfers, 
computing ratios, or calculating means 
and medians, however, tends to increase 
in direct proportion to the number of 
cards involved. 

The cost advantage of the card-repro- 
ducing system for simple cross-tabulations 
tends to disappear when the work is 
shifted to the more complex electronic 
data processing machines such as the 
IBM 650 and 700 series. These machines 
can easily handle the complications in- 
troduced by the weights. 

The advantages of a system of repro- 
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ducing cards may be great where the 
only purpose of weighting is to allow for 
variations in response rate. If cards are 
reproduced only to allow for relatively 
high non-response in certain strata, the 
number of extra cards will tend to be 
small, and the procedures correspond- 
ingly economical. The gains to be achieved 
in reducing errors arising from non-re- 
sponse may or may not also be small. One 
way to find out is by direct experimenta- 
tion for each survey where there seems to 
be an important problem of non-response. 


Effects of Weighting 


Table 1 summarizes the gains from the 
use of weights in the Survey of Consumer 
Finances in estimating the distribution 
of spending units by income. The first 
column shows the distribution of inter- 
views actually taken, counting each inter- 
view once. Of the interviews in the 1957 
Survey, 11.4 per cent were with units with 
1956 income of $10,000 and over. Allow- 
ing for the variable sampling fraction, 
the Survey yields an estimate of 8.0 per 
cent of all units in the population at that 
income level. Introduction of the further 
adjustment for differences in response 
rate changes the income distribution very 
slightly. The proportion with incomes 
over $10,000 changes from 8.0 to 8.1. 

Further investigation has shown that 
the adjustment for differences in response 
rate is more important for estimates of 
the proportion of spending units of dif- 
ferent types. Since the response rates for 
secondary units are low, the adjustment 
increases the proportion of units of this 


EFFECTS OF WEIGHTING ON THE DISTRIBUTIONS OF SPENDING UNITS BY TOTAL INCOME (1956) 
(percentage distributions of spending units) 


Unweighted 


Distribution weighted 


distribution uncorrected Distribution weighted for variable sampling 


for variable sampling _ for variable sampling fraction and difference 

Income classes fraction fraction (only) in response rate 
Under $1,000 74 8.7 8.7 
$ 1,000-1,999 10.2 12.1 12.1 
$ 2,000-2,999 10.7 11.9 11.9 
$ 3,000-3,999 116 12.5 12.5 
$ 4,000-4,999 13.0 13.9 13.9 
$ 5,000-7,499 25.0 23.9 23.8 
$ 7,500-9,999 10.8 9.0 9.0 
$10,000 and over 


Total 


24 
— 100.0 100.0 100.0 


type. The proportion of all spending 
units which are secondary units headed 
by persons related to the head of the 
dwelling unit rises from 8.0 to 8.7. The 
proportion of secondary units unrelated 
to the head (servants, roomers, etc.) rises 
from 2.4 to 3.1. 

Since the response rate in the urban 
areas is lower than in rural areas, the ef- 
fect of allowing for these differences is to 
increase the estimated proportion of all 
units living in the urban areas. Thus, 
the estimated percentage of all units in 
central cities of large metropolitan areas 
rises from 15.2 to 15.5, while the esti- 
mated percentage for rural areas declfnes 
from 33.9 to 32.7. 


(3) INCOMPLETE INTERVIEWS 
Questionnaires used in the Surveys of 
Consumer Finances are complex instru- 
ments. The “A” questionnaire in the 1958 
Survey, for example, contains 267 num- 
bered questions, some of which call for 
more than one item of information. No 
respondent is asked all 267 questions, 
since the requirement for asking certain 
questions depends on the answers to ear- 
lier questions. It is not surprising, there- 
fore, that interviewers occasionally fail to 
ask a relevant question, and respondents 
occasionally are unable or unwilling to 
answer a particular question. Further, 
the answer to a question may be incom- 
plete or ambiguous; or, answers to two 
questions may be mutually inconsistent, 
perhaps because the questions were not 
fully understood by the respondent. 

If the “gaps” are sufficiently serious, it 
may be necessary to classify the interview 
as a non-response. The traditional rule 
followed is to classify as a non-response 
any report which contains neither total 
income nor total liquid assets. Interviews 
are accepted which lack one or the other 
of these items. Many interviews are in- 
complete in less essential respects. 

The resulting gaps in the data are most 
likely to be troublesome when the an- 
swers to a series of questions are com- 
bined. The estimate of the income of the 
spending unit, for example, rests on a 
series of a dozen or more questions; the 
exact number depends on how many peo- 
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ple in the unit are income receivers and 
whether the unit owns a business or farm. 
Similarly, net worth, total debt, and to- 
tal liquid assets can be estimated only by 
combining answers to series of questions. 


Choices Between Adjustments 

In working with data based on incom- 
plete replies the choice is between adjust- 
ments developed before any statistics are 
estimated, and adjustments applied to 
the statistics after they have been com- 
puted. The adjustment may be left to the 
reader of the report, who is confronted 
with a table including a portion “not as- 
certained.” The decision involves weigh- 
ing the cost of developing and applying 
assignment procedures against the gains 
from assignment. 

The procedure for making assignments 
may be indicated by an example from the 
1958 Survey. Total income is missing for 
a spending unit. The interview is one 
with a professional worker who is a home 
owner, attended college, and has liquid 
assets of $2,000 or over. The mean income 
for units with these characteristics about 
whom information is available is $16,220. 
This amount would be assigned as the in- 
come of the unit for which income is un- 
known. An alternative procedure would 
be to use estimating equations instead of 
relying on means of subgroups. 

The direct cost of assignments is the 
cost of developing and carrying out the 
procedures. A hidden cost of assignments 
may be delay in the completion of the 
report. This cost has been avoided in the 
Surveys of Consumer Finances by esti- 
mating values to be assigned on the basis 
of data collected prior to the current sur- 
vey. Gains from assignments may include 
a reduction in bias. 

It has seemed reasonable to adopt the 
rule that only for variables of major im- 
portance in the Surveys are assignments 
made. Thus, in the 1958 Survey, assign- 
ments were made for total income, liquid 
assets, and debt, and for the major com- 
ponents of these items, and for the value 
of owner-occupied homes. 


Two Stages in Assignment Procedure 
There are two stages in the assignment 
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procedure for some variables. For ex- 
ample, it may be necessary to decide 
whether or not a spending unit has 
mortgage debt or government savings 
bonds. Such cases arise when the inter- 
viewer fails to ask whether the spending 
unit has mortgage debt or savings bonds. 
To deal with the assignment of the fact 
of ownership, the procedure is to calcu- 
late the average percentage of holders in 
each subgroup on the basis of previous 
surveys and then (with the aid of a table 
of random numbers) decide whether or 
not a spending unit falling in a particular 
subgroup holds savings bonds. The sub- 
group who have the characteristics is 
known to be (say) 27 per cent. If the two- 
digit random number selected from the 
table of random numbers is in the range 
01-27, the unit is assigned as having the 
characteristic; if not, the contrary assign- 
ment is. made. If it is assigned that the 
spending unit has savings bonds, then 
the value of the mean holdings of the sub- 
group is assigned to the spending unit. 

Whether the assignment proceeds in 
one or two stages, the definition of the 
subgroup is crucial. In assigning income 
in the 1958 Survey of Consumer Finances, 
data from the 1955, 1956, and 1957 sur- 
veys were used, with the 1957 data being 
given twice the weight of 1955 and 1956. 
Interviews for which income was known 
in these years were divided into fifty-seven 
subgroups, based on their liquid asset 
holdings, occupation, place of residence, 
home ownership, and education; and the 
necessary means were computed. 

Effects of assignments are shown in 
Table 2. 


TABLE 2 
EFFECTS OF ASSIGNMENTS ON DISTRIBUTION OF 
SPENDING UNITS BY TOTAL INCOME (1956) 
(percentage distribution by spending unit) 


Distribution Distribution 


Income 


Under $2,000 
$2,000-4,999 
$5,000-9,999 
$10,000 or over 
Not ascertained 


Total 
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(4) INCOMPLETE FAMILIES 

Interviews are taken in the Surveys on 
a spending-unit basis. Accordingly, if any 
tabulations are to be made on a family- 
unit basis, it is necessary to consolidate 
the information for all spending units in 
a family. The problem arises of what to 
do when a family is “incomplete” because 
one or more spending units are missing. 

The magnitude of the problem depends 
on both the response rate and the num- 
ber of related secondary spending units 
in the population. There was a decline in 
the proportion of related secondary units 
from about 13.1 per cent of all units in 
1948-50 to 8.7 per cent in early 1957. 
Nevertheless, even in the 1957 Survey 
there were thirty interviews with primary 
spending units which should have been 
accompanied by interviews with related 
secondary units, but one or more of the 
secondary units were missing. These pri- 
maries constituted 0.9 per cent of all 
spending units. 

An additional 188 interviews were 
taken with primary spending units which © 
were accompanied by one or more inter- 
views with related secondary units con- 
stituting complete families. These pri- 
maries were 6.1 per cent of all spending 
units. 

If the incomplete families had been 
omitted entirely from the analysis with 
no adjustments, the effect would have 
been to reduce the proportion of multi- 
ple-spending unit families below the 
proper level. This under-representation 
would have biased all calculations made 
on a family basis. 

To prevent this, the weights of the 188 
“complete” families were adjusted up- 
ward by such an amount that the proper 
proportion of multiple-spending unit 
families was preserved. (The adjustment 
in practice was made by strata rather 
than for the multiple-spending unit 
families as a group). This amounts to an 
extension of the procedure used to allow 
for non-response by weights in tabula- 
tions on a spending-unit basis. 


ADDITIONAL CONSIDERATIONS 
The only really satisfactory solution to 
the problem of missing information is to 
avoid it entirely. 


before after 
20.4 20.8 ‘ 
37.5 38.3 
$2.1 $2.8 
7.7 8.1 
2.3 
100.0 100.0 
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As a practical matter, however, most 
users of sample surveys must work with 
incomplete data. The techniques de- 
scribed above represent devices for extra- 
polating from what is learned in a survey 
to fill in gaps in information. 

It will be recalled that the estimate of 
the total numbers of spending units, and 
hence of all aggregates from the Surveys, 
is essentially a ratio estimate based on 
that statistic. This type of estimating 
procedure, of course, can be used for 
other purposes. For example, ratio esti- 
mates may be appropriate where informa- 
tion is available from a sample survey 
concerning the behavior of adults of 
different ages; but the age distribution of 
adults in the sample is inferior to the 
age distribution of adults known from 
Census data. In effect, the investigators 
may choose to rely on the Census age- 
distribution data instead of information 
from their survey. 

The validity of the procedure will de- 
pend on (1) whether the investigators do 
in fact have at their disposal a valid 


sample of adults within age groups, and 
(2) whether their classification by age is 
in fact identical with that used by the 
Census. Response error in classifying re- 
spondents by age can lead to bias on the 
final tabulations. For example, suppose 
that error is such that some people aged 
50 or above are erroneously reported to 
be below 50. The data are then “cor- 
rected” by weighting up the group classi- 
fied as over 50. The result would be to 
over-represent the group aged 50-and- 
above in the final report. It might have 
been better to leave the data unadjusted. 

Care must be taken that the population 
sampled is the same as that used by the 
Census (or other outside agency), and the 
method of asking for age can be planned 
to be the same as that used in the Census. 
This type of adjustment may be useful in 
reducing some sampling errors or errors 
of non-response; but it is not appropriate 
where the problem is response error in the 
variable to be matched against the out- 
side distribution. 
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to Marketing 


SOCIOLOGIST is a social scientist who 

undertakes to isolate, define, and de- 
scribe human behavior in groups and 
social settings. He seeks to formulate 
valid laws and generalizations about 
human nature, social interaction, social 
organization, and culture. 

Anyone who engages in such activities, 
seeks such ends, and who in the eyes of 
other sociologists contributes to these 
functions is practicing sociology. There- 
fore, a sociological contribution to mar- 
keting is anything done by a recognized 
sociologist that leads to a better under- 
standing of the nature, functions, and 
processes of marketing. 

In what areas and in what ways have 
sociologists developed materials signifi- 
cant for marketing? And what impact has 
this knowledge had on marketing, and 
through what channels has this impact 
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Sociologists have made discoveries which have considerable sig- 
nificance for marketing. The author, a sociologist, tells in this article 
what some of these discoveries are. 

Specifically, findings significant for marketing have been produced 
by sociologists in population, collective behavior, motivation, stratifica- 
tion, methodology, research designs, measurement, prediction, human 
ecology, and the family. Much of this knowledge, of course, remains 
a potential rather than a realized source of information. 


been transmitted? This article gives some 
of the answers. 


NATURE OF MARKETING 

We have come a long way from the 
mechanistic, self-regulating approach of 
the laissez-faire economic theorists. They 
viewed the market in terms of an equilib- 
rium of forces and general, universalistic, 
immutable, physical-like laws. The classi- 
cal economist saw the consumer as an 
“economic man,” a creature who exer- 
cised free individual choice in a market 
which seemed to operate in a cultural and 
social vacuum. This view looked on in- 
dividual wants and desires as motivating 
forces, and on individuals as the acting 
agents. 

Sociological influences are most ap- 
parent in the modern institutional ap- 
proach, which sees economic processes as 
part of an organic whole of the total 
society. This approach means that mar- 
keting activities are not looked on as the 
individualistic acts of atomistic man, but 
rather as functions operating through 
various marketing structures which are 
part of the total social organization. 

It views marketing processes as the 
activities of groups of people: buyers, 
sellers, and marketing functionaries, who 
are motivated by group pressures as well 
as individual predilections. It recognizes 
the influence of culture, custom, heritage, 
and mores in determining the final out- 
come, 
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Its emphasis throughout is not on the 
individual, but on the group . . . not on 
mechanistic, self-regulating, universalistic 
forces, but on particularistic social and 
cultural forces . . . not on “rational eco- 
nomic” man, but on men as members of 
social groups susceptible to irrationality 
and sentiment, as well as social values 
and pressures generated within such 
groups. Duddy and Revzan, for example, 
say that “what the producer is finally 
confronted with is the forecasting of 
human behavior,” and that “in our 
modern dynamic society the individual, 
whether consciously or unconsciously, 
more often acts as a member of a group.”* 

Such terms as “institution,” “group,” 
“society,” “mass,” “culture,” “structure,” 
and “structure-function,” are found in 
the institutional approach. These are 
terms constantly in use by sociologists, 
and they have had considerable influence 
on people in other disciplines. Funda- 
mental changes in viewpoint about the 
nature of man and his marketing be- 
havior have been due largely to the im- 
pact of sociological thought and research 
on economics, psychology, and marketing. 


SOCIOLOGICAL CONTRIBUTIONS 
Population Studies 

The statement, “Markets are people 
with money to spend—and the desire to 
spend it’? points to two additional areas 
of sociological contribution: population 
studies and consumer motivation. 

For a long time population studies 
have been a branch of sociology. In most 
universities the subject is taught in the 
department of sociology, and sociological 
journals contain numerous articles on 
this subject. Precise knowledge of popu- 
lation factors enables the marketing man 
to determine how many and what kinds 
of people there are and where they are. 
This enables him to predict future popu- 
lations and thus gives him lead time 
which helps to adjust the distribution 
system to future requirements. This is 


1Edward A. Duddy and David A. Revzan, 
Marketing (New York: McGraw-Hill Book Co., 
Inc., 1953), pp. 124 and 125. 

* Duddy and Revzan, same reference, p. 8. 
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an obvious necessity for a scientific ap- 
proach to marketing. 

Thompson and Whelpton,’ Hauser, 
Ogburn, Margaret Hagood, Hawley, 
Kingsley Davis, Paul Hatt, Kiser, Duncan, 
Bogue, and Schmid are a few of the 
sociologists who have made contributions 
to our knowledge and understanding of 
populations, processes, and problems. 
Their publications in this area are so 
numerous that cach would require a 
bibliography too long to cite here. 


Consumer Motivation 


In some of the early marketing texts 
motivation is discussed in terms of the 
now-discarded instinct theories, emphasiz- 
ing the individual and largely ignoring 
the group. But marketing men today are 
aware that men do not possess “instincts,” 
and that if they have such desires or 
motives they are the products of group 
life. This evolution of thought owes 
much to sociological influences. Knowl- 
edge significant for understanding moti- 
vation has emerged from sociological 
research on class, voluntary association, 
leisure-time activities, and attitude meas- 
urement. 

Numerous studies of social class—such 
as those of the Lynds,* Davis,5 Dollard,® 
Hollingshead,? Warner,’ and Kahl®—have 
focused attention on the implications of 
class and status, and have described differ- 
ential motivational patterns and styles of 
life in different classes. Understanding of 


*Warren S. Thompson and P. K. Whelpton, 
Population Trends in the United States (New 
York: McGraw-Hill Book Co., Inc. 1933); Warren 
S$. Thompson, Population Problems (New York: 
McGraw-Hill Book Co., Inc., 1953). 

‘Robert S. Lynd and Helen M. Lynd, Middle- 
town (New York: Harcourt, Brace & Co., Inc., 
1929); Middletown in Transition (New York: Har- 
court, Brace & Co., Inc., 1937). 

‘Allison Davis, Burleigh Gardner, and Mary 
Gardner, Deep South (Chicago: University of Chi- 
cago Press, 1941). 

*John Dollard, Caste and Class in a Southern 
Town (New Haven: Yale University Press, 1954). 

* August B. Hollingshead, Elmtown’s Youth (New 
York: John Wiley and Sons, Inc., 1949). 

*Lloyd Warner and Paul S. Lunt, The Social 
Life of a Modern Community (New Haven: Yale 
University Press, 1941). 

* Joseph A. Kahl, The American Class Structure 
(New York: Rinehart and Co., Inc., 1953). 
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motivation is also aided by findings from 
research on participation in voluntary 
association such as that of Kamarovsky,?° 
and by studies of leisure and recreation 
such as the one made by Alfred Clarke." 
Men like Bogardus!? and many of the 
sociologists discussed below in the section 
on measurement and scaling were among 
the first to devise valid and reliable in- 
struments and scales for the measurement 
of attitudes. Sociologists also have been 
a healthy counterbalance to the more ex- 
treme claims of Freudians and some of 
their anthropological followers. Rigorous 
research like that of Sewell, Mussen, and 
Harris#® has shown that there is little 
evidence for many of the theoretical pro- 
nouncements regarding the effects of 
early child-rearing on the personality. 


Human Ecology 


Another area where sociologists have 
made a considerable contribution is in 
human ecology which analyzes the proc- 
esses involved in the spatial and tem- 
poral adaptation and distribution of 
human beings and their institutions. 
Those aspects of marketing which can 
most directly profit from a knowledge of 
ecology are: transportation and storage, 
and the whole area concerned with 
market-area structures. 


In all approaches to marketing, the 
area is an important variable and factor. 
Sociologists have been concerned with 
spatial systems for over forty years—in 
1915 Galpin’ brought out The Social 
Anatomy of an Agricultural Community, 


* Mirra Kamarovsky, “The Voluntary Associa- 
tion of Urban Dwellers” American Sociological 
Review, Vol. 11 (December, 1946), pp. 686-699. 

* Alfred C. Clarke, “The Use of Leisure and Its 
Relation to Levels of Occupational Prestige,” 
American Sociological Review, Vol. 21 (June, 1956), 
PPp- 301-307. 

“Emory S. Bogardus, “Measuring Social Dis- 
tance,” Journal of Applied Sociology, Vol. 9 
(March-April, 1925), pp. 299-308. 

“William H. Sewell, Paul H. Mussen, and 
Chester W. Harris, “Relationships Among Child 
Training Practices,” American Sociological Re- 
view, Vol. 20 (April, 1955), pp. 137-148. 

*C, J. Galpin, The Social Anatomy of an Agri- 
cultural Community (Madison: Agricultural Ex- 
periment Station of the University of Wisconsin, 
May, 1951), Research Bulletin 34. 


and in 1916 Robert E. Park'® published 
his article “The City” in the American 
Journal of Sociology. Galpin’s pioneering 
study introduced a technique of market- 
ing research which has been widely used 
since, with certain modifications. 

Since then the contributions of sociolo- 
gists to the description, delineation, and 
analysis of the dynamics of spatial and 
temporal systems has been continuous 
and constitutes a vast amount of research 
too great to analyze here. There should 
be mentioned, however, the contributions 
of Odum and Moore,'* Murkerjee,’? and 
Mangus'’® to the study of regional systems; 
of R. D. McKenzie,’® Hawley,2° and 
Bogue”! to the analysis of metropolitan 
community systems; of Park, Burgess, and 
McKenzie,?2_ Schmid,?* Firey,2* Wirth,?5 


* Robert E. Park, “The City,” American Jour- 
nal of Sociology, Vol. 20 (March, 1916), pp. 577-612. 

* Howard W. Odum and Harry E. Moore, 
American Regionalism (New York: Henry Holt 
and Company, 1938). 

* Radhakamal Mukerjee, “Social Ecology of 
River Valley,” Sociology and Social Research, Vol. 
12 (March, 1928), pp. 341-347. 

%* A. R. Mangus, Rural Regions of the United 
States (Washington, D. C.: U. S. Government 
Printing Office, 1940). 

* Roderick D. McKenzie, The Metropolitan 
Community (New York: McGraw-Hill Book 
Company, Inc., 1933). 

*Amos H. Hawley, “An Ecological Study of 
Urban Service Institutions,” American Sociological 
Review, Vol. 6 (October, 1941), pp. 629-639; also 
Human Ecology (New York: The Ronald Press 
Company, 1950). 

“Don J. Bogue, The Structure of the Metro- 
politan Community: A Study of Dominance and 
Subdominance (Ann Arbor: Horace H. Rackham 
School of Graduate Studies, University of Michi- 
gan, 1949); see also the numerous population stud- 
ies by the same author published by the Scripps 
Foundation, Miami University, Oxford, Ohio. 

@R. E. Park, E. W. Burgess, and R. D. McKen- 
zie, The City (Chicago: University of Chicago 
Press, 1925); E. W. Burgess, “The Growth of the 
City: An Introduction to a Research Project,” 
Publications of the American Sociological Society, 
Vol. 18 (1924), pp. 85-97. 

™Calvin F. Schmid, Social Saga of Two Cities 
(Minneapolis: Minneapolis Council of Social 
Agencies, 1937); Social Trends in Seattle (Seattle: 
University of Washington Press, 1944). 

Walter Firey, Land Use in Central Boston 
(Cambridge: Harvard University Press, 1947). 

*Louis Wirth, The Ghetto (Chicago: The 
University of Chicago Press) 1928; “Urbanism as a 
Way of Life,” American Journal of Sociology, 
Vol. 44 (July, 1938), pp. 1-24. 
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Duncan and Reiss,?® and Quinn*’ to the 
analysis of urban systems; and of Gal- 
pin,?* Kolb and Polson,”® and Brunner® 
to investigation of rural systems. 

Most marketing people are familiar 
with Reilly’s*! law, and equations of re- 
tail gravitation. Those interested in the 
mathematical-model approach to spatial 
systems would be rewarded by a study of 
Stouffer’s*? theory of intervening oppor- 
tunities, of Zipf's** equations and hypoth- 
esis on intercity movement of persons, 
and of Dodd’s** equations describing 
message diffusion. 


Collective Behavior 


The realization of distribution special- 
ists that they are dealing with interacting 
groups, masses, and publics, and the fact 
that our nation and the world are de- 
veloping more characteristics of the mass 
society make the area which sociologists 
call “collective behavior” ever more im- 
portant and relevant for marketing. The 
contributions of sociologists to this area 
of human behavior have been fairly con- 


* Otis Dudley Duncan and Albert J. Reiss, Jr., 
Social Characteristics of Urban and Rural Com- 
munities, 1950 (New York: John Wiley and Sons, 
Inc., 1956). 
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Prentice-Hall, Inc., 1950). 
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* J. H. Kolb and R. A. Polson, Trends in Town- 
Country Relations, Research Bulletin 117, Agricul- 
tural Experiment Station, University of Wisconsin, 
(September, 1933). 
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Decline, 1930-1940," Rural Sociology, Vol. g (June, 
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Rural Sociology, Vol. 16 (June, 1951), pp. 111-118. 

* William J. Reilly, The Law of Retail Gravita- 
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ties: A Theory Relating Mobility and Distance,” 
American Sociological Review, Vol. 5 (December, 
1940), PP- 8: _,-867. 

* George Kingsley Zipf, “The Pl. P2/D Hypoth- 
esis: On the Intercity Movement of Persons,” 
American Sociological Review, Vol. 11 (December, 
1946), pp. 677-686. 

“Stuart Carter Dodd, “Diffusion Is Predictable: 
Testing Probability Models for Laws of Interac- 
tion,” American Sociological Review, Vol. 20 (Au- 
gust, 1955), 392-401. 
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tinuous since Durkheim’s*® early work. 
Another pioneer in this area was LeBon.** 
Recent contributors are LaPiere,®* 
Lazarsfeld,®® Merton,#® Raper, Lee,*? 
and Blumer.‘ An Experiment in Mass 
Communication by Otto Larsen and 
Melvin L. DeFleur** contributes to the 
understanding of the phenomena indi- 
cated by the title. 


Measurement and Scaling 

Another contribution to marketing re- 
search made by sociologists is in method- 
clogy, measurement, scaling, and predic- 
tion. Chapin,*® Sletto,*® Bogardus,** and 
Guttman** have made basic contributions 


*Emile Durkheim, Les Formes élémentaires de 
la vie religieuse, le systéme totémique en Australie 
(Paris: F. Alcan, 1912). Translated by Joseph 
Ward Swain, The Elementary Forms of Religious 
Life: A Study of Religious Sociology (London: 
George Allen and Unwin, Ltd., 1915; also Glencoe, 
Ill.: The Free Press, 1947). 

* Gustave LeBon, The Crowd (London: Unwin, 
1899). 

“William Albig, Public Opinion (New York: 
McGraw-Hill Book Co., Inc., 1939). 

* Richard T. LaPiere, Collective Behavior (New 
York: McGraw-Hill Book Co., Inc., 1938). 

* Paul F. Lazarsfeid, Bernard Berelson, and 
Hazel Gaudet, The People’s Choice (New York: 
Duell, Sloan and Pearce, 1944). 

“Robert K. Merton, Mass Persuasion: The So- 
cial Psychology of a War Bond Drive (New York: 
Harper and Brothers, 1946). 

“Arthur F. Raper, The Tragedy of Lynching 
(Chapel Hill: University of North Carolina Press, 
1933)- 
“Alfred McClung Lee, The Daily Newspaper 
in America (New York: Macmillan, 1937). 

“Herbert Blumer, “Collective Behavior,” Part 
IV of An Outline of the Principles of Sociology, 
Robert E. Park, Editor (New York: Barnes and 
Noble, 1939). 

“Otto Larsen and Melvin L. DeFleur, An Ex- 
periment in Mass Communication (New York: 
Harper and Brothers, 1958). 

“Stuart F. Chapin, “Preliminary Standardiza- 
tion of a Social Insight Scale,” American So- 
ciological Review, Vol. 7 (April, 1942), pp. 214- 
224. 

“ Raymond F. Sletto and E. A. Rundquist, Per- 
sonality and the Depression (Minneapolis: Uni- 
versity of Minnesota Press, 1936); Sletto, Construc- 
tion of Personality Scales by the Criterion of 
Internal Consistency (Hanover: The Sociological 
Press, 1937). 

“ Bogardus, same reference as footnote 12. 

“Louis Guttman, “A Basis for Scaling Qualita- 
tive Data,” American Sociological Review, Vol. 9 
(April, 1944), Pp. 139-150. 
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to scale construction; Burgess,‘ Hornell 
Hart,®® Monachesi,®4 and Stuckert®? to 
the science of prediction; Chapin®* and 
McCormick" to the development of mod- 
els and research design; Parten® to sam- 
pling; Sletto®® to the use of control groups 
in social research; Bowers®’ to methods of 
studying paths of diffusion in the use of 
new products; Galpin®* and Schmid®® to 
techniques for mapping quantitative so- 
cial data; Lazarsfeld® and Stouffer® to the 
use of quantitative methods in the study 
of many areas of human behavior; and 
Moreno® and Lundberg® to sociometry. 


“E. W. Burgess, “Factors Determining Success 
or Failure on Parole,” in A. A. Bruce, E. W. Bur- 
gess, and A. T. Harno, The Workings of the In- 
determinate Sentence Law and the Parole System 
in Illinois (Springfield: The State of Illinois, 
1928). 

“Hornell Hart, “Predicting Parole Success,” 
Journal of the American Institute of Criminal 
Law and Criminology, Vol. 14 (Nov., 1923), pp. 
495-413. 

"Elio D. Monachesi, Prediction Factors in 
Probation (Hanover: The Sociological Press, 1932). 

* Robert Paton Stuckert, A Configurational Ap- 
proach to Social Prediction, unpublished Ph.D. 
Dissertation, The Ohio State University, 1956; “A 
Configurational Approach to Prediction,” So- 
ciometry, Vol. 21 (September, 1958), pp. 225-237. 

"S. F. Chapin, Experimental Designs in So- 
ciological Research (New York: Harper and 
Brothers, 1947); Design of Social Experiments 
(New York: Harper and Brothers, end ed., 1956). 

“Thomas C. McCormick, Elementary Social 
Statistics (New York: McGraw-Hill Book Co., Inc., 
1941); Thomas C. McCormick and Roy G. Francis, 
Methods of Research in the Behavioral Sciences 
(New York: Harper and Brothers, 1958). 

* Mildred B. Parten, “Leadership Among Pre- 
school Children,” Journal of Abnormal and Social 
Psychology, Vol. 27 (January-March, 1933), pp. 
430-440; Surveys, Polls and Samples (New York: 
Harper and Brothers, 1950). 

“Raymond F. Sletto, “Sibling Position and 
Juvenile Delinquency,” American Journal of 
Sociology, Vol. 34 (March, 1934), pp. 657-669. 

* Raymond B. Bowers, “The Direction of Intra- 
Societal Diffusion,” American Sociological Review, 
Vol. 2 (December, 1937), pp. 826-836. 

Galpin, same reference as footnote 14. 

"Schmid, same reference as footnote 23; also 
Handbook of Graphic Presentation (New York: 
The Ronald Press Co., 1954). 

® Paul F. Lazarsfeld, et al., Mathematical Think- 
ing in the Social Sciences (Glencoe, Ill.: The Free 
Press, 1954). 

“Samuel A. Stouffer, et al., The American Sol- 
dier: Adjustment During Army Life, Vol. 1 
(Princeton: Princeton University Press, 1949). 

@j. L. Moreno, Who Shall Survive? (Washing- 


IMPACT OF SOCIOLOGISTS ON MARKETING 

How much impact, if any, have socio- 
logical contributions had on marketing? 
This is difficult to determine. But infer- 
ences may be drawn from marketing 
literature, from an examination of activi- 
ties of sociologists in the marketing field, 
and from a look at the structures and 
processes through which sociological 
knowledge diffuses into the marketing 
area. 


Publications 


Normally one should expect academic 
channels and textbooks to be an im- 
portant means of diffusion, but they 
appear not to be in this instance. Writers 
of marketing textbooks, while showing 
evidence of some of the substance of so- 
ciology, rarely mention sociology or so- 
ciologists. It would require considerable 
research to determine definitively what 
emphasis if any is given to sociology in 
undergraduate courses; but if textbooks 
are a guide it would seem to be rather 
negligible. On the graduate level, how- 
ever, there seems to be more attention 
given to this subject matter; The Shop- 
ping Center Versus Downtown," for ex- 
ample, is being used in graduate market- 
ing training programs of some universities. 

In marketing and business publica- 
tions, on the other hand, evidence of so- 
ciological influence is more evident. 
Bartels, for example, in an article in 
the JOURNAL OF MARKETING in 1951 con- 
siders certain aspects of sociology, eco- 
nomics, and some other disciplines, to be 
part of the area of marketing.© Business 


ton, D. C.: Nervous and Mental Disease Publish- 
ing Co., 1934). 

* George A. Lundberg and Mary Steele, “Social 
Attraction Patterns in a Village,” Sociometry, Vol. 
1 (April, 1938), pp- $75-419- 

“Christen T. Jonassen, The Shopping Center 
versus Downtown: A Motivation Research on 
Shopping Habits and Attitudes in Three Cities 
(Columbus: The Ohio State University Bureau of 
Business Research, 1955); also published as Shop- 
per Attitudes, Special Report 1:-A (Washington, 
D. C.: Highway Research Board, National Re- 
search Council, 1955). 

*Robert Bartels, “Can 


Marketing Be A 
Science?” THE JOURNAL OF 


MARKETING, Vol. 15 


(January, 1951), pp. 319-328, at p. 323. 
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Week of March 29, 1958, reporting on a 
marketing conference, featured the re- 
marks of sociologist David Riesman.* 
The Shopping Center Versus Downtown 
mentioned above has been reviewed ex- 
tensively by marketing and business pub- 
lications. Consumer Behavior, published 
in 1955, has an article by Nelson N. Foote 
on “The Autonomy of the Consumer,” 
and another by Frederick L. Strodtback 
on “Recent Developments in Attitude 
Research.” An article entitled “A Com- 
mercial Application of Guttman Attitude 
Scaling Techniques’®* appeared in the 
JOURNAL OF MARKETING in 1957. 


Climate of Ideas 

Much sociological influence on mar- 
keting, of course, is exerted indirectly 
through the medium of the general cul- 
ture and climate of ideas. Another means 
is through the effect of sociology on 
other disciplines such as psychology and 
economics, which in turn produces 


similar reactions in marketing. 
Sociological contributions to the gen- 


eral evolution of thought about the 
nature and dynamics of man as a con- 
sumer and of the market as a social 
institution and structure have already 
been discussed. But much _ sociological 
material reaches marketing men second- 
hand, very late, and sometimes in garbled 
fashion. 


Participation of Sociologists in Marketing 
Another path of diffusion of sociologi- 
cal knowledge is through direct participa- 
tion of sociologists in the marketing 
process as researchers, consultants, and 
participants in marketing seminars and 
conventions. The participation of David 
Riesman in the Lire sponsored regional 
round-table in Chicago has already been 
mentioned, Packard would have us be- 
lieve that there may be sociologists be- 


““The Riddle of Consumer Behavior,” Business 
Week (March 29, 1958), p. 95. 

“Committee for Research on Consumer Atti- 
tudes and Behavior, Consumer Behavior, Lincoln 
H. Clark, editor (New York: New York University 
Press, 1955)- 

Elizabeth A. Richards, “A Commercial Appli- 
cation of Guttman Attitude Scaling Techniques,” 
JOURNAL OF MARKETING, Vol. 22 (October, 1957), 
pp. 166-173. 
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hind the so-called “hidden pursuaders,” 
and states that Likert and Stouffer par- 
ticipated in a public-relations conference 
at Columbia University.® Some sociol- 
ogists are now found in marketing-re- 
search organizations and on the staffs of 
advertising agencies. 

Evidence of direct and indirect in- 
fluence of sociologists is furnished by the 
results of some recent marketing research. 
For example, one of the most ambitious 
pieces of marketing research of recent 
years, the LIFE Study of Consumer Ex- 
penditures,”® conducted by Alfred Politz 
Research, Inc., offers much internal evi- 
dence of sociological influence in research 
design, sampling, questionnaire construc- 
tion, and selection of essential categories 
of analysis. The “wave” technique of 
intermittent interviewing of the same 
households, for example, is very similar 
to the technique developed by Lazarsfeld 
in his study of voting behavior. 

The study is not of individuals, but of 
groups, families, and households living 
in the United States. These families and 
households are studied by socio-economic 
status; education of head of family; stage 
of “life cycle’; age of household head; 
and by regions, urban, rural, and differ- 
ent-sized communities. 

One category which appears in the LIFE 
research that is not common in previous 
marketing studies is “Household’s Stage 
in the Life Cycle.” The study credits the 
development of this concept to the 
Survey Research Center of the University 
of Michigan;7! but the concept of stages 
in family life cycle has been common coin 
in sociology for a long time. In their 
Systematic Source Book in Rural Soci- 
ology,’ Sorokin, Zimmerman, and Galpin 
discussed four stages of family life cycle 
as early as 1931; and E. L. Kirkpatrick in 
1934 wrote an article entitled “The Life 
Cycle of the Farm Family in Relation to 


@ Vance Packard, The Hidden Persuaders (New 
York; David McKay Co., 1957), pp. 220, 221. 

* Time, Inc., Lire Study of Consumer Expendi- 
tures, 1957, Vol. 1. 

™Same reference, p. 13. 

™ Pitirim Sorokin, Carl C. Zimmerman, and C. J. 
Galpin, Systematic Source Book in Rural Sociology 
(Minneapolis: University of Minnesota Press, 
1931), Vol. 2, p. 31. 
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Its Standard of Living.”"* The concept 
appears in a book of Waller’s™* in 1938; 
and it is the organizing theme of Duvall’s 
Family Development.*® Thus, what ap- 
peared originally as a concept in soci- 
ological literature appears about a 
generation later in a marketing study as 
an important category in terms of which 
data are gathered and analyzed. 

Similarly, the use of such categories as 
“metropolitan” and “non-metropolitan” 
owes much to McKenzie, whose writings 
on the metropolitan region appeared as 
early as 1924 and 1926, and whose The 
Metropolitan Community was published 
in 1933.7 Bogue’s The Structure of the 
Metropolitan Community appeared in 
1949;"7 and this research monograph as 
well as the earlier work of McKenzie, 
Hawley, and other sociologists probably 
contributed heavily to the decision of the 


™E. L. Kirkpatrick, et al., “The Life Cycle 
of the Farm Family in Relation to its Standard 
of Living,” Research Bulletin No. 121 (Madison, 
Wisconsin: Agricultural Experiment Station, Uni- 
versity of Wisconsin, 1934). 

™ Willard Waller, The Family: A Dynamic In- 
terpretation (New York: The Cordon Co., 1938). 

*Evelyn Millis Duvall, Family Development 
(New York: J. B. Lippincott Co., 1957). 

™ McKenzie, same reference as footnote 19. 

™ Bogue, same reference as footnote 21. 


U.S. Bureau of the Census to order its data 
in terms of Standard Metropolitan Areas. 


In Conclusion 


Lack of space has made it necessary to 
omit names of other sociologists and also 
some relevant work of the sociologists 
who are mentioned. Many sociologists 
have made significant contributions to 
marketing by their impact on the general 
climate of ideas concerning the nature of 
man and society and the relations of eco- 
nomic institutions to society. They have 
also carried out important studies on 
population, communication, collective 
behavior, motivation, stratification, meth- 
odology, research design, measurement, 
prediction, human ecology, and _ the 
family. Sociological knowledge and 
methods have diffused into marketing 
through marketing publications, through 
participation of sociologists as consultants 
and researchers, and to a lesser extent 
through academic channels. 

The participants in the LIFE market- 
ing conferences mentioned earlier stressed 
the necessity of developing basic theories 
and facts to explain buying behavior. 
The present article has pointed to some 
aspects of sociological activity and to 
some materials that might aid in the 
solution of this problem. 


\ 
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ARLY studies of marketing were char- 
E acterized by description, classifica- 
tion, quantification, and theorizing. Even 
today, marketing studies are concerned 
largely with the investigation of marketing 
phenomena per se. 

The point is that little reference has 
been made or is made to the work of 
other social scientists. Although the 
interrelatedness of the social sciences has 
been recognized academically, actual 
interrelationships have not been suffi- 
ciently explored. 


OVERLAPPING OF SOCIOLOGICAL AND 
MARKETING THOUGHT 

Marketing thought is just beginning to 
acquire an interdisciplinary approach to 
the solution of marketing problems. This 
is because these problems are increasingly 
of social rather than merely technical 
proportions. 

The article by Christen H. Jonassen in 
the current issue of THE JOURNAL OF MAR- 
KETING is an excellent statement of some 
sociological concepts and methods per- 


© About the Author. Robert Bartels, Professor of 
Business Organization at The Ohio State University, 
is well known as a constructive critic of the evolu- 
tion of marketing thought. 

His doctoral dissertation (1941) was entitled Mar- 
keting Literature—Development ond Appraisal. For 
the JOURNAL OF MARKETING he has written 
“Marketing Principles" (October, 1944), pp. 151-157; 
“Can Marketing Be a Science?" (January, 1951), pp. 
319-328; and "Influences Affecting the Early Devel- 
opment of Marketing Thought, 1900-1923" (July, 
1951), pp. I-17. He contributed "Dimensions of Mar- 
keting Thought" to Managerial Marketing: Perspec- 
tives and Viewpoints (1958), edited by Eugene J. 
Kelley and William Lazer. 


Sociologists and Marketologists 


e ROBERT BARTELS 


What are the principal differences between sociologists and mar- 
keting men? This article provides some significant answers. 

It deals with the extent to which marketing men may turn to so- 
ciologists for assistance in solving marketing problems. 

The author also introduces a new word, markefologist, for the indi- 
vidual engaged in the development of the scientific aspects of market- 


tinent to marketing.’ It demonstrates the 
debt that students of marketing owe 
sociologists for their contribution to mar- 
keting thought. 

But two additional questions should be 
asked: What are the differences between 
a sociological contribution and a market- 
ing contribution? In what areas of 
marketing research might collaboration 
with sociologists be most fruitful? 


Differences Between Sociologists and Marketing 
Men 

Notwithstanding some fraternization 
between sociologists and marketing men, 
as scientists they are supposed to be differ- 
ent. And they might be, if environment is 
a determining factor, for in their aca- 
demic and professional lives they are 
usually segregated. Marketing men usu- 
ally work in organizations and buildings 
other than those in which sociologists are 
found. They join different professional 
groups, and usually do not socialize to- 
gether. They are preoccupied with their 
respective problems. 

Overemphasis of such differences, how- 
ever, may be misleading. While variously 
classified, both sociologists and marketing 
men are social scientists. Is not their 
common goal to understand the basic 
fundamentals of people and institutions 
in their diverse activities? 

It should not be said that sociologists 
study people while marketing students 
study business. Both are concerned with 
people, although with people in different 


1Christen H. Jonassen, “Contributions of So- 
ciology to Marketing.” JOURNAL OF MARKETING, 
Vol. 24 (October, 1959), pp. 29-34. 


37 


| 


roles. The study of marketing is as “so- 
cial” a science as the study of society. If 
sociologists and marketing men would 
work jointly on common problems, their 
differences in viewpoint would diminish. 

In fact, a more appropriate term than 
“marketing men” should be used to 
designate the scientific students of mar- 
keting phenomena. Terminology has not 
distinguished between the individuals 
whose business is the practice of market- 
ing and those whose business is the study of 
marketing. The term “marketing man” has 
been used to designate both, although it is 
really more descriptive of the practi- 
tioner. Those engaged in the develop- 
ment of the scientific aspects of market- 
ing might better be called “market- 
ologists.” 


Sociological Thinking Versus Marketing 
Thinking 

Frames of reference, rather than types 
of men, distinguish various fields of the 
social sciences. It is the character of the 
thinking of sociologists which determines 
their contribution—and their professional 
affiliation. The viewpoints, concepts, and 
methodologies of marketologists deter- 
mine theirs. Therefore, interdisciplinary 
co-ordination must occur in the thinking 
of individual social scientists. 


DIFFERENCES BETWEEN SOCIOLOGISTS 
AND MARKETOLOGISTS 

Contrast between sociologists and mar- 
ketologists are of three kinds: (1) the 
subject or substance of their respective 
interests; (2) their concepts and termi- 
nology; and (g) their techniques and 
methodology. 


Interests 

First, notwithstanding their common 
basic interest in the activities of people 
and institutions, each defines his subject 
matter differently. The sociologist is in- 
terested in the practical use of his knowl- 
edge, but the discovery of basic knowl- 
edge is his principal concern. 

By contrast, the marketologist is more 
interested in mechanisms and processes— 
in the behavior of people and the func- 
tioning of institutions in the market. The 
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laws and generalizations sought relate to 
products, institutions, and people in 
their distributive roles. Applicable knowl- 
edge and operations sometimes rate 
higher with him than “pure” research. 


Concepts aad Terminology 

The second difference between the two 
is in their respective concepts and termi- 
nology. The sociologist expresses his ideas 
in terms such as: 


Population Custom 

Class Heritage 

Status Human ecology 
Mores Folkways 

Motivation Interacting groups 
Collective behavior Groups in community 
Culture 


The marketologist, on the other hand, 
thinks and communicates in concepts 
such as: 


Distributive institutions, classified as whole- 
salers, department stores, etc. 

Commodities, classified as consumer and in- 
dustrial goods 

Operating margins and markups 

Services and commodities 

Competitive practices 

Distribution channels 

Markets and trading areas 

Trade gravitation 

Rates of turnover 

Quotas, potentials, and budgets 

Calculated risk 

Grades and standards 

Price and nonprice competition 


Techniques and Methodology 

A third distinction is in the techniques 
developed by the two groups. The meth- 
odological contributions of sociologists 
have been numerous and have aided in 
understanding social phenomena. Their 
findings have resulted directly from their 
development of means of understanding 
and measuring the characteristics of so- 
ciety. Although not all of the following 
techniques are attributable to sociologists 
alone, they have made notable contribu- 
tions to: 


Instruments and scales for measuring attitudes 

Systematization of analysis of spatial and tem- 
poral factors in human institutions 

Mathematical models describing retail gravi- 


SOCIOLOGISTS AND MARKETOLOGISTS 


tation, theory of intervening opportunities, 
and message diffusion 

Research design 

Use of control groups 

Study of paths of diffusion 

Mapping of social data 


In the study of marketing, compara- 
tively few research techniques have been 
developed solely or even largely by stu- 
dents of this subject. Although not all of 
the following are to be wholly credited 
to them, marketologists have been suff- 
ciently identified with them to warrant 
this brief listing: 
Financial-statement 

credit purposes 
Analysis of internal data relating to inventory 

control, cost analysis, and operating profit 
Prediction and setting of potentials and 
quotas 
Measurement of radio listening habits 


analysis—especially for 


Jonassen’s article is both informative 
and disquieting.? It is informative, in that 
the contributions of both sociologists and 
marketologists are not personal but scien- 
tific, and that by exchange of concepts 
and techniques both professions may be 
better prepared to investigate their par- 
ticular subjects. It is disquieting, in rais- 
ing some questions which at this stage of 
marketing development cannot be cate- 
gorically answered. 

Consider the following questions. 
Should marketologists be more concerned 
with the development of research tech- 
niques appropriate for their field? Does 
the fact that many techniques used come 
from sociologists indicate that training in 
marketing is mainly in content of the 
subject and not enough in analytical tools 
and procedures? Are marketologists an 
adaptive rather than an original group of 
researchers? Is research in these two areas 
complementary rather than supplemen- 
tary? Is each group now making its own 
most useful contributions to knowledge? 

Jonassen has pointed out that what ap- 
peared as a concept in sociological litera- 
ture appears about a generation later in a 
marketing study as an important category 
in terms of which data are gathered and 


*?Same reference as footnote 1. 


analyzed. Is the implication that one type 
of social scientist is more creative of ideas 
and concepts, and the other more dis- 
posed to use what another has conceived? 
Are marketologists as creative of funda- 
mental ideas as they are effective in put- 
ting them into practice? Is the training 
of marketologists and marketing practi- 
tioners adequate to prepare them for solv- 
ing the types of marketing problems 
which the future will present? 

Such questions as these are important. 
But they cannot be easily answered. 


SOCIOLOGICAL CONTRIBUTIONS 

Marketologists would profit from closer 
familiarity with the thought and works of 
sociologists. Consider, therefore, to what 
extent collaborative efforts might be feasi- 
ble. 

Judging from the extent to which so- 
ciological thinking has already contributed 
to the study of marketing, one might 
think that resort should be made to soci- 
ologists for aid in all kinds of marketing 
studies. This, however, is not the case. 
On the contrary, careful consideration of 
the substantive interests of the two re- 
spective groups reveals a clear division 
of the areas where sociology can and can- 
not be of much assistance to marketing. 

The following are some of the areas 
which might profitably be investigated 
jointly by sociologists and marketologists: 
Identification of market strata 
Delineation of market areas 
Study of population structure 
Appraisal of marketing and other business 

institutions as social institutions 
Consideration of business practices as some 

of the mores of our society 
Social control of business 
Social growth and change 


Marketing practices regarded as motivational 
influences 

Cultural trends—their origins and impact on 
marketing 

Comparative marketing systems 


Once these areas are recognized as po- 
tential subjects of inter-disciplinary study, 
it is also seen that there are areas of mar- 
keting into which sociological concepts 
and perhaps even the methods of analysis 
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used by sociologists are less relevant to 
marketologists. They include the follow- 
ing: 


Classification of marketing institutions, not as 
social institutions but as business institu- 
tions 

Interpretation of distribution as a specialized 
economic function 

Classification of products, as a basis of effi- 
cient distribution 

Classification and designation of the functions 
which constitute the operational perform- 
ance of marketing 

Classification of consumers, not from a social 
but from a distributive standpoint 

Determination of marketing policies, pricing, 
branding, standardizing, agency relation- 
ships 

Estimation of the value added by marketing 
as a contribution to the Gross National 
Product 

Analysis of institutional operating costs and 
margins 
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Study of various scales of institutional opera- 
tion 

Study of flows of products through channels, 
of funds, payments, obligations 

Institutional operating techniques 


It is clear that a student of marketing 
today who neglects to acquaint himself 
with the literature of sociology and with 
the workers in that field cannot attain the 
maximum mastery even of his own field. 

On the other hand, it is equally clear 
that not all problems of marketing re- 
quire resort to the social sciences and to 
social scientists. There is a solid core of 
socio-economic phenomena to be inves- 
tigated, peculiarly the responsibility of 
marketologists and marketing practition- 
ers. Marketing men, therefore, have a 
serious responsibility to work even more 
diligently, to be even more creative of 
techniques, and to broaden their con- 
cepts considerably. 
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Buying Decisions 


SOME QUESTIONS 

F we raise the price of our brand, what 
I share of the market are we likely to 
lose if competitors do not follow suit? 
Or, if we fail to follow a general price in- 
crease, what additional share of the mar- 
ket can we expect to obtain? 

Of the buyers lost to competing brands, 
what brands will they tend to buy? How 
resistant are the buyers of our brand and 
competing brands to switching to a new 
brand? 

Effective answers to such questions 
would help to reduce the guesswork en- 
tering into management's decisions con- 
cerning price, product design, and pro- 
motional activities. So, a pilot study was 
carried out to see if useful answers could 
be obtained. 

The results were so promising that 
there is every indication that the experi- 
mental method employed can be very 
useful to marketing management. 

Both the advantages and limitations 
of experimental studies of consumer be- 


@ About the Author. Edgar A. Pessemier is Assist- 
ant Professor of Business Administration in the School 
of Economics and Business at the State College of 
Washington, where he teaches marketing, advertis- 
ing, and retailing. 

After a career in fashion merchandising, Dr. Pes- 
semier held a research position at the Harvard Grad- 
uate School of Business Administration. He received 
his D.B.A. from that school in 1956. 


A New Way To Determine 


e EDGAR A. PESSEMIER 


Better understanding of consumer behavior is one of the principal 
problems of marketing management. Therefore, the research tech- 
nique described in this article should be of considerable interest, be- 
cause it provides valuable insights into consumer conduct. 

By analyzing how shoppers behave under simulated market condi- 
tions, brand-switching and brand-loyalty patterns can be analyzed. 
Further development of the technique described could be particularly 
valuable in shaping a firm's marketing strategy. 


havior are well known.! When experi- 
ments are conducted in the market, re- 
alism is preserved and the subjects 
respond naturally. However, the location 
of the experiment may make it impos- 
sible to control all the important varia- 
bles, and conditions of observation may 
prevent the accumulation of accurate 
data at reasonable cost. On the other 
hand, it is relatively simple to conduct ex- 
periments in a controlled environment. 
The principal weakness is the artificiality 
of the setting, and the fact the individual 
is aware that his conduct is under sur- 
veillance. 

Therefore, it seemed desirable to use 
simple approximations of the market. Ex- 
periments were designed which permitted 
people to make simulated shopping trips. 
Their goal, as on a real shopping trip, 
was to maximize the satisfaction that 
could be obtained from a combination of 
merchandise and money. 

Each participant was told how much 
money he had available to spend, the as- 
sortment of brands available in each 
class of goods for which he was “shop- 
ping,” and the price of each item. The 
means by which he could maximize his 
satisfaction were defined by the funds 


1See, for example, Edward Hawkins, “Methods 
of Estimating Demand,” THE JOURNAL OF MARKET- 
ING, Vol. 21 (April, 1957), pp. 430-438; and Har- 
per W. Boyd, Jr., and Ralph Westfall, Marketing 
Research (Homewood, Ill.: Richard D. Irwin, Inc., 
1956), pp. 79-102. 
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and assortments available on each shop- 
ping visit. If he “bought” foolishly, he 
“acquired” a group of items and an 
amount of “change” from his purchase 
that gave him less than maximum satis- 
faction. Careful buying reduced the 
chances of making a poor choice and in- 
creased the reward of having made a wise 
choice. 

After each experiment one “shopper,” 
selected on a random basis, was given the 
actual items and change called for by the 
selections made during one of his shop- 
ping trips. Emphasis on price was some- 
what exaggerated by listing the items and 
their prices in a manner that encouraged 
comparison. However, failure to pay off 
on every shopping trip tended to offset 
this bias. The procedure followed created 
a fairly close parallel to real shopping 
conditions. 


THE STUDY 
Business-administration students at the 
State College of Washington were se- 
lected as subjects. The first step was to 


ask the 103 subjects which brands of tooth 
paste and cigarettes they customarily pur- 
chased for personal use. 

The second step was to prepare “as- 
sortment sheets” which listed all the 
brands available at the student book 
store in the selected classifications, plus 
an additional item in each classification 
labeled “A New Brand.” The regular 
prices at which these items could be pur- 
chased were also noted. The basic assort- 
ments used in the experiments were those 
that the student would have found at a 
point in time in a retail store in which he 
frequently shopped. To eliminate the po- 
sitional bias of a brand on a sheet, a 
brand’s position in a column was changed 
from sheet to sheet. 

Three separate experiments were con- 
ducted: experiment X, experiment Y, and 
experiment Z. 

For the X experiment, the price of 
each subject’s preferred brands was in- 
creased a different amount on each of 
ten successive shopping trips. Thus, he 
was faced with deciding whether he 
would continue to purchase his preferred 
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brands, or whether he would switch to 
some other brands. 

In the Y experiment, each subject 
faced the same condition with respect to 
his preferred brands; but he was given 
only one other item, “A New Brand,” to 
which he could switch in each classifica- 
tion. 

In the Z experiment, the price of each 
subject’s preferred brands was held con- 
stant, but all other brands in a classifica- 
tion were reduced by varying amounts on 
each shopping trip. 

When the three sets of ten assortment 
sheets had been prepared for each sub- 
ject, the subjects were assembled in 
groups of about thirty-five. They were 
shown samples of the merchandise, told 
about the method of paying off on a 
shopping trip, given instructions for han- 
dling the sets of sheets, and then asked to 
make simulated shopping trips at normal 
shopping speed, checking items that 
would maximize the value to them of a 
“mix” of merchandise and money. At 
the conclusion of each experiment, one 
subject was selected at random to receive 
the merchandise and change called for 
by his decisions on one of his shopping 


trips. 


ANALYSIS OF RESULTS 

Before considering how the consumer 
responds to his own brand, a seller should 
know something about the attitudes of 
buyers toward various classes of goods, 
and especially the particular class of 
goods to which his product belongs. Pat- 
terns of brand loyalty can be derived for 
the X experiment for individual classes 
of goods. Figure 1 shows the brand-loyalty 
profile, or cumulative percentages of 
buyers switching brands at various price 
increases, for two classes of goods: tooth 
paste and cigarettes. 

The flatter the curve, the higher is the 
brand loyalty, since larger price increases 
were required to encourage brand switch- 
ing and fewer buyers were willing to 
switch. For tooth paste, for which buyers 
have a relatively low degree of brand 
loyalty, 53 per cent of all buyers could 
be switched to a second-choice brand 
with a g-cent increase in the price of their 
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Ficure 1. Com classes of of the cumulative of buyers who switched 
parison by - iss percentages y 


referred 


favorite brand. In the case of cigarettes, 
a 5-cent increase was called for to get 58 
per cent of the buyers to switch brands. 
Also note the relative impact of 1-cent 
and 2-cent increases in price. 

For each class of goods, a sizable num- 
ber of buyers have very low brand loyal- 
ties. These individuals switch, on the 
smallest increase in price; but then there 
is a substantial fall-off in the number who 
will switch until buyers are faced with a 
price increase larger than 2 cents. There- 
fore, in many cases, it may be wiser to 
make a 2-cent rather than a 1-cent price 
increase. 

However, there is a good deal of varia- 
tion from brand to brand in the behavior 
of buyers faced with increasing prices, as 
will be shown later. Decisions with re- 


brands increased in price. 


spect to a given brand could not be made 
without looking at its marketing charac- 
teristics. 

In Figures 2 through 5, brands are let- 
tered in alphabetical order, beginning 
with the brand holding the largest mar- 
ket share and proceeding through the less 
popular brands. Patterns of the type de- 
veloped in Figures 2 and 4 will be re- 
ferred to as brand-switching patterns. 

Detailed findings in the X experiment 
for tooth paste and for cigarettes will be 
given. 


TOOTH PASTE 
Brand Switching 
Figure 2 shows that tooth paste Brand 
A has a very strong position in the mar- 
ket but that few buyers of this brand con- 
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Ficure 2. Comparison of brand-switching patterns for individual brands of tooth paste. 
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tinued to buy it when it had to be pur- 
chased at the maximum premium of 7 
cents. On the other hand, Brand B has a 
good deal smaller share of the market 
than Brand A; but those who prefer 
Brand B were very loyal to it. 

Surprisingly, those who switched from 
this brand did not switch to the leading 
Brand A as readily as to Brand E which 
holds a very small share of the market. In 
the minds of users, apparently the charac- 
teristics of Brand B and Brand E were 
similar. If Brand E is trying to expand 
its market, the current users of Brand B, 
in spite of their generally strong loyalties, 
may be susceptible to being switched to 
Brand E. On the other hand, if Brand B is 
trying to switch buyers to itself, appeals 
to the types of customers who buy Brand 
A and the lesser brands would probably 
be most effective. 

The brand-switching pattern of Brand 
C indicates that it is a product with mod- 
erate acceptance whose users are not par- 
ticularly strong in their loyalties. The 
most distinguishing feature of Brand C’s 
pattern is the fact that several buyers of 


this brand were willing to switch to 
100 
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Brand G which was “A New Item.” As a 
group, the buyers of Brand C were more 
venturesome than those who bought the 
other popular brands. 

Apparently brand-switching patterns 
for a classification, if available at regular 
intervals, could reveal significant trends 
in consumer attitudes. If these patterns 
are viewed in the light of the changing 
prices, products, and promotional poli- 
cies of the various brand sellers, it 
should be possible to draw useful conclu- 
sions about the effectiveness of these pol- 
icies and to adjust marketing methods to 
meet changing conditions. 


Brand Loyalty 

Figure 3 shows brand-loyalty profiles. 
Each curve represents the cumulative per- 
centage of those who switched to a second 
choice brand at various increases in the 
price of their preferred brand. The steep 
curve for Brand D shows that the buyers 
of this brand could be switched to a sec- 
ond choice brand by a relatively small in- 
crease in the price of their preferred 
brand. The seller of this brand would 
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Ficure 3. Comparison by brands of the cumulative percentages of tooth paste buyers who switched 
brands as their preferred brands increased in price. 
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lose 25, per cent of his market share if he 
increased his price by 1 cent and if other 
sellers failed to follow his lead. 

In contrast, the seller of Brand B could 
raise the price of his brand under similar 
conditions, and expect to lose only 4 per 
cent of his customers to other brands. 

Figures 2 and g indicate that, in gen- 
eral, there is a relationship between how 
“loyal” buyers are to a brand and the 
share of the market held by the brand. 
Occasionally, however, a brand that holds 
a small share of the market may have a 
large proportion of unusually loyal buy- 
ers. This may be explained in either of 
two ways. The brand might have devel- 
oped a product image or special features 
that are unusually effective in satisfying 
a relatively small segment of the market; 
or the product could be one with a 
rather wide appeal that is new and grow- 
ing in market position. Either of these 
conditions could account for the relative 
strength of Brand B. 


CIGARETTES 

Brand Switching 
Some of the same conditions that ap- 
pear in the tooth paste classification were 
found for cigarettes. Figure 4 shows that 
the leading Brand A was not able to hold 
many of its customers through the full 
1o-cent range that its prices were in- 
creased. However, unlike the leading 
brand in the tooth paste classification, 
those who switched to a second choice 
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brand tended to select a brand ranking 
below the two most popular brands. 

Brand B, the second ranking in popu- 
larity, had users who were relatively 
loyal; but, of those who did switch, 
Brand A obtained an unusually large 
share. In other words, Brand A was fairly 
vulnerable to lesser brands, while Brand 
B was vulnerable to the leading Brand 
A. 

The usefulness of these brand-switch- 
ing patterns in shaping promotional pol- 
icies is clear. If a competing brand has a 
large number of users who can readily 
be switched to another brand, then the 
producer of this latter brand should 
slant his policies toward getting these 
buyers to switch. However, this modifica- 
tion of policies should be undertaken 
only if these buyers can be switched with- 
out the producer making extraordinary 
promotional efforts or price reductions. 


Brand Loyalty 

The brand-loyalty profiles in Figure 5 
for Brands A and B reveal some facts 
relevant to the above question. As Brand 
A’s price advances 1 and 2 cents, buyers 
remained rather loyal; but for price in- 
creases of 3 or more cents loyalty fell off 
rapidly. 

In the case of Brand B, the opposite 
was true. Users who could be switched 
tended to switch in relatively large num- 
bers when the price was increased 1 cent, 
but were lost in smaller numbers as the 
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Ficure 4. Comparison of brand-switching patterns for individual brands of cigarettes. 
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Ficure 5. Comparison by brands “Ss the cumulative percentages 


brands as their 


price continued to advance. By compar- 
ing brand-switching patterns with brand- 
loyalty profiles, a seller may find that 
large numbers of those who buy a com- 
petitor’s product have a willingness to 


switch to his brand; and these buyers 
show low brand loyalty. 


IMPLICATIONS OF THE STUDY 

Many additional types of information 
can be obtained by experiments of the 
sort described. The sample size will de- 
pend on the desired reliability. A fixed 
sample or panel seems desirable, particu- 
larly if data are collected as often as once 
a year, and if the subjects are paid on the 
basis of one shopping trip per data-col- 
lecting contact. 

Simulated shopping trips can be set up 


of ne buyers who switched 


preferred brands increased in p 


by substituting photographic reproduc- 
tions of a price-marked assortment for 
each assortment sheet. By preparing 
standard sets of reproductions in ad- 
vance, the whole procedure for conduct- 
ing simulated shopping trips could be 
improved. To simplify handling data 
and increase their accuracy, buying deci- 
sions could be recorded on a medium 
that can be processed electronically. 

The implications from this study are 
important. It demonstrates that large 
amounts of significant data about con- 
sumer behavior can be gathered rapidly 
at low cost by controlled experiments. 
And the experiments show that the types 
of information obtained could be espe- 
cially helpful in making marketing de- 
cisions. 
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Respectability for Marketing? 


still more goods? 


HE distribution of goods has rapidly 

grown to giant stature in our society. 
If an inclusive definition is used, some- 
thing like one out of four gainfully em- 
ployed persons in the United States is 
now engaged in marketing. 

In addition to its essential delivery 
and clerical functions, marketing bears 
increasingly important communication 
responsibilities. As the number of per- 
sons between the producer and the con- 
sumer has grown, and the number and 
complexity of products has increased, 
consumers have been obliged to rely 
more and more upon middlemen and ad- 
vertising for information and assistance 
in buying and using goods. Increasingly 
producers depend upon people engaged 
in marketing for reports of consumer 
needs and preferences, to guide decisions 
about what to design and produce. 

Marketing also wields enormous influ- 


© About the Author. After six years of retail selling, 
advertising, and management in Ohio, and three 
years with manufacturing and service organizations 
in Los Angeles, William M. Borton began independ- 
ent practice in 1947 as marketing researcher and 
management consultant in Los Angeles. He has also 
taught pari time at Los Angeles State College, the 
University of Southern California, and the University 
of California at Los Angeles. 

The author received an M.B.A. from Ohio State 
University and a Ph.D. from the University of South- 
ern California. He is a member of the American 
Psychological Association, as well as the American 
Marketing Association; and several dozen of his ar- 
ticles have appeared in business and scholarly pub- 
lications. 
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Is it the highest mission of marketers to switch buyers to their par- 
ticular brand? Or to induce people to buy and consume more and 


The author of this article wonders: How useful is this mission? To 
how much respect does it entitle marketers? Are they anxious enough 
for social approval to assume more social responsibility? 

The writer likens marketing to an “adolescent giant'—anxious for 
approval, but torn between selfishness, materialism, and altruism. But 
he believes that marketing will mature into a more helpful, effective, 
and respected member of society. 


ence upon our goals and values—upon 
our beliefs and assumptions as to what 
and how much is good, important, worth 
doing, or worth working for. Business 
firms spend over $11 billion a year in ad- 
vertising, in addition to “publicity,” 
which is often not recognized as promo- 
tion. The cumulative effect of all these 
appeals upon our society's values, wants, 
and behavior is not readily measurable. 
Even more elusive is the influence exerted 
by marketing upon our beliefs and ac- 
tivities through the editorial policies of 
mass-communication media, which de- 
pend upon advertising for most of their 
revenue. 


OPPORTUNITIES FOR USEFULNESS 

Marketing people have unsurpassed op- 
portunities for usefulness to others, and 
for making the American system more 
beneficial and attractive. The final out- 
come of the contest between free enter- 
prise and Communism will not be de- 
cided by bombs or missiles, but by the 
judgment of the peoples of the world as 
to which system yields more genuinely 
satisfying lives for the least economic 
and emotional costs. 

Marketers can do much to increase the 
satisfactions of living, and to reduce the 
costs. Industrial marketers can help man- 
ufacturers to reduce the economic costs 
of consumer goods. And consumer mar- 
keters can increase satisfactions by more 
precisely offering particular goods to the 


47 


48 JOURNAL OF MARKETING 


kinds of people who will derive most sat- 
isfaction from them... by increasing 
the effectiveness of the use of products 
. .. by discovering unfilled needs and 
wants .. . by considering which of all 
the possible new products, designs, and 
features should yield the truest satisfac- 
tions . . . and by reporting these needs, 
and encouraging the design and produc- 
tion of these goods. 

Consumer marketers can lessen eco- 
nomic costs by reducing physical delivery 
and routine costs of distribution . . . by 
devoting less effort to trying to sell goods 
to the kinds of people who will derive 
less satisfaction from them... and by 
reducing the amount of ineffective adver- 
tising. 

Consumer marketers have great oppor- 
tunities for reducing the emotional costs 
of distribution by using methods and 
appeals which cause less inconvenience, 
annoyance, fear, or uneasiness to both 
purchasers and non-purchasers—and to 
salesmen and others engaged in market- 
ing. And they can stimulate behaviors, 
create wants, and shape goals and values 
which are most genuinely rewarding. 

But instead, many critics point out that 
much marketing activity does little good, 
and that some results in disappointment, 
offense, or even injury to others. They 
call attention to the marketing of goods 
designed with little attention to con- 
sumer wants and usage; useless drugs and 
cosmetics, even harmful products; insufh- 
cient inspection, inadequate instructions; 
high-pressure, high-cost selling efforts to 
sell goods to people who do not want 
them; advertising which irritates or bores, 
emphasizes insignificant product differ- 
ences, creates misimpressions through 
clever wording and effects, or channels 
the desire for social approval into com- 
petitive consumption of fashion goods. 

Certainly society's gment of the use- 
fulness of marketing is not very favorable. 
Opinion surveys consistently show little 
respect for advertising, selling, middle- 
men’s functions, and other marketing ac- 
tivities. Naturally, responsible people en- 
gaged in these kinds of work are disturbed. 
Some are baffled or even jealous of the 
prestige which recognized professions en- 
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joy, even though “they don’t require 
more intelligence or make more money.” 

Some of the criticisms of marketing re- 
late to waste, mistakes, lack of theory and 
know-how. Most marketing men have 
been trained to think in the terms and 
assumptions of conventional, “scarcity” 
economics. But economic theory affords 
inadequate explanations of how business- 
men behave, and why, and it accounts 
even less satisfactorily for current con- 
sumer behavior. 


MARKETING CREEDS 

While marketing is criticized for lack 
of knowledge, more penetrating opinion 
surveys generally reveal that it is con- 
demned more for its objectives and eth- 
ics, or lack of them. Since pre-Biblical 
days, the motives and morals of traders 
and merchants have been suspect, often 
for good reason. What objectives, codes, 
expectations govern marketing behavior 
in the United States today? 

Money-making is usually held up as the 
attraction and model for careers in mar- 
keting. Businessmen generally assert that 
they conform to the classic economic as- 
sumption that a business is devoted to 
the pursuit of profits, and that competi- 
tion will insure that the public interest 
is best served. However, businessmen fre- 
quently place more emphasis on increas- 
ing sales. Many marketing teachers and 
writers see their function as that of help- 
ing the individual business to increase its 
sales, or profits (at the expense of other 
firms). 

Business associations and many mar- 
keting men attempt to reconcile the pub- 
lic interest with increased sales by all 
firms, through equating welfare with the 
sheer bulk of goods consumed, or even 
with the total price of goods bought. Mar- 
keting is then assigned the responsibility 
for “maintaining employment’—so that 
people can consume the maximum amount 
of goods. However, problems of obesity 
and discussions of current automobiles 
are evidences that, past a certain point, 
quantity of goods consumed bears little 
relationship to human welfare. Value of 
goods bought is an even less satisfactory 
index. By this criterion, human welfare 
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can be increased simply by managing to 
sell goods at higher prices. 

Economists generally attempt to recon- 
cile consumer and business interests by 
demanding better “adjustment” through 
greater “knowledge” and “rationality.” 
Apparently, both consumer and business- 
man should strive to behave more like an 
“economic man”! 

The efforts of more thoughtful busi- 
nessmen to reconcile private, material in- 
terests with social responsibility or with 
religion are reflected in many speeches, 
and in numerous articles in the Harvard 
Business Review and other publications. 

The “Sales Manager’s Creed” of Na- 
tional Sales Executives, Inc., is confined 
to relations between employers and sales- 
men. 

Statements of still other marketing 
men and the cognomen of the American 
Marketing Association—“an association 
for the advancement of science in mar- 
keting’”—emphasize the means rather 
than the end toward which the means are 
to be applied. 

In the ninth of the Association’s listed 
objectives, and increasingly in discus- 
sions of marketing objectives, “sound, 
honest practices” and “marketing work 
on a high ethical plane” are mentioned. 
However, frank avowal of responsibility 
for the welfare of “outsiders,” which is 
the core of the codes of respected profes- 
sions, is notably absent. 

Marketing may be thought of as a so- 
cially adolescent giant, anxious for ap- 
proval, but at odds with himself as to 
whether he is supposed to be mainly 
seeking his own welfare or that of others 

. and as to whether his own well-be- 
ing is more closely related to sales, profits, 
or social approval. 


INDICATIONS OF MARKETING MATURITY 

There are several indications that mar- 
keting will mature socially, and that mar- 
keters will devote themselves increasingly 
to the welfare of others, and will scruti- 
nize more closely the relationship of 
goods to human satisfaction. 

One indication is the passing of scar- 
city—of essentials, conveniences, even com- 
forts. The principle of diminishing re- 
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turns must apply to the satisfactions to 
be derived from still more, bigger, more- 
rapidly-obsoleted goods with more chrome 
and cellophane. Profits, as a means of 
purchasing these goods, should become 
a less effective reward and incentive for 
marketers, compared with social approval. 

Another factor is the growing technical 
and productive capacity of Russia, which 
forces reconsideration of superiority based 
upon quantity of production alone. 

A third indication, already mentioned, 
is the growing expression of concern by 
marketers about the social status and ob- 
ligations of marketing. 

A fourth consideration is the increasing 
influence of psychology, sociology, and 
other behavioral sciences upon American 
marketing theory, methods, and morality. 
These sciences are bringing increased re- 
alization that neither consumers nor busi- 
nessmen are “economic men,” seeking 
more goods and profits, consistently and 
rationally. Instead, they are seekers of 
safety, physical well-being, approval and 
affection, driven by emotions, possessed 
of mechanisms by which they perceive, 
learn, and form habits. 

Research methods of the behavioral 
sciences are supplying marketing men 
with more effective techniques. But many 
social scientists feel that the ability to 
influence others also carries with it the 
responsibility for the use of that power, 
and that marketing people should exert 
their influence in ways that are most 
genuinely beneficial. 

To be sure, the present state of knowl- 
edge permits honest disagreement as to 
what constitutes human welfare, and of 
the relationship of goods to it. But any 
conception of human welfare is adequate 
to disallow certain products and_prac- 
tices, and to raise doubts about others. 
Efforts to apply this criterion should re- 
sult in better definition, and more espe- 
cially of the relationship of goods to 
welfare. 

A provocative question, concerning a 
marketing proposal, is, “Would an in- 
telligent individual, raised in some other 
part of the world, regard this as socially 
beneficial?” Another is, “Would an in- 
formed person (possessing the relevant 
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technical and competitive information) 
accept this?” Still another is, “If all per- 
sons obtained it, would it still be de- 
sirable?” Clearly, air-conditioning would 
be desirable, whether others had it or 
not, but it is not likely that human satis- 
faction would be increased by supplying 
every man with an automobile one foot 
longer than his present one. 

Business practitioners, teachers, and 
writers may choose to combat, ignore, 
recognize, or promote tendencies toward 
the assumption of more social responsi- 
bility by marketing. Sales and marketing 
executives and others who wish to in- 
crease respect for marketing can advocate 
business policies and decisions which they 
believe will contribute most genuinely to 
human welfare, even if inconsistent with 
short-term sales or profits. And they can 
expect others to adhere to a similar code. 

In many cases, executives will find su- 
periors, stockholders, subordinates ready 
to accept this philosophy—which is com- 
patible with steady growth and dividends 
—and respectful of the individual who 
takes the lead. In other cases, short-term 


economic sacrifice by the company or in- 
dividual will be more than repaid by 
longer-term economic rewards. This re- 
straint, possibly better described as en- 


October 1959 


lightened or institutionalized self-interest, 
typifies the respected professions. Laws 
and licensing relating to them are merely 
formalizations of certain expected recip- 
rocal behaviors between members of these 
professions and society. 

Adoption of a more mature code or set 
of expectations for marketing neither 
leads to a “static society,” lessens incen- 
tives to innovation, nor entails reduction 
in either the amount or vigor of market- 
ing effort. Perhaps somewhat less of the 
total effort would be devoted to “creat- 
ing” or “developing” wants. Certainly 
these efforts would be applied more re- 
sponsibly. 

More effort would be directed to the 
service functions of marketing—to better 
filling then-existing demands—which will 
continue to change under the impact of 
ongoing social and technological changes. 

Marketers would be making full use of 
their opportunities for increasing the sat- 
isfactions and reducing the economic and 
emotional costs of living under the Amer- 
ican system, and should enjoy approval 
comparable to that accorded any occupa- 
tion or profession. The young marketing 
giant will then have matured into a most 
helpful, effective, and respected member 
of society. 
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Toward a Theory of 
Leisure-Spending Behavior 


Also some new hy 


HE purpose of this analysis is to see 
Ti variations in expenditures for lei- 
sure can be explained by economic theory. 

Prior to the 1950 Study of Consumer 
Expenditures, Incomes, and Savings, there 
were no cross-section data available from 
which income elasticities could be calcu- 
lated for a wide range of leisure goods 
and services.1 Hence, it was difficult to 
test the applicability of general spending- 
behavior theories to the specific area of 
leisure expenditures. 

The procedure to be followed will be to 
present a brief statement of the theory or 
“law,” followed by an examination of 
relevant statistics, to see if consumers 
spend for leisure goods and services ac- 
cording to its postulates. Hypotheses to 
be considered and the names of persons 
associated with their development are: 


The law of demand: Alfred Marshall 

Theory of conspicuous leisure: Thorstein 
Veblen 

Income changes and income expectations: 
George Katona 

Marginal differentiation in consumption: Da- 
vid Riesman, Nathan Glazer, Reuel Denny 


1Study of Consumer Expenditures, Incomes, 
and Savings, Vols. 1-18 (Philadelphia: University 
of Pennsylvania Press, 1956, 1957). 


© About the Author. George Fisk, Associate Pro- 
fessor of Marketing at the Wharton School of Fi- 
nance and Commerce at the University of Pennsyl- 
vania, has written on geographic aspects of the lei- 
sure market. Currently he is preparing a study of 
leisure-spending behavior based on Department of 
Commerce National Income Statistics and various 
cross-section studies, such as are analyzed in this 
article. 


Empirical data from the 1950 Study of Consumer Expenditures, In- 
comes and Savings and from the 1955-56 LIFE Study of Consumer Ex- 
penditures make possible the testing of economic and sociological 
theories of leisure-spending behavior. 


are presented here about the determi- 


nants of the demand for leisure goods. 


Life-cycle consumption: Day, Monroe, Mary- 
land Y. Pennell, Mary R. Pratt, G. S. De 
Puy, John B. Lansing, James N. M 
H. F. Lydell, Janet A. Fisher — 


Most of the statistics presented here are 
drawn from the 1950 Study of Consumer 
Expenditures, Incomes, and Savings, 
henceforth to be abbreviated as SCEIS. 


-This study was conducted among 12,489 


U. S. urban families in 1950, to provide 
base-period weights for the consumer- 
price index. Additional cross-section data 
are taken from the 1955-56 LIFE Study of 
Consumer Expenditures.? Time-series ex- 
penditures and incomes are taken from 
the National Income editions of the Sur- 
vey of Current Business, and relative 
prices are from the Bureau of Labor Sta- 
tistics.* 

The cross-section data presented here 
understate 1950 Department of Com- 
merce expenditure estimates for recrea- 
tion by 6 per cent; for reading, by 8 per 
cent; and for alcoholic beverages, by 60 
per cent. Part of the difference in reading 
and recreation estimates of total 1950 
U. S. expenditures is due to the broader 
definition of these categories by the De- 
partment of Commerce than by the 
SCEIS. But the discrepancy in alcoholic- 


*Lire Study of Consumer Expenditures (New 
York: Time, Inc., 1957), p- 41. 

* National Income, 1954 supplement to the Sar- 
vey of Current Business, Table 30, and Survey of 
Current Business, Table go, July 1957, Washing- 
ton, U. S. Department of Commerce. Also Con- 
sumer Price Indexes for Selected Items and 


Groups, September, 1956, and following. 
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beverage expenditures is largely due to 
refusal of some respondents to report 
such expenditures, and by the tendency 
of some consumers to consider outlays for 
beer as grocery expenditures and for al- 
coholic beverages consumed with meals 
eaten away from home as restaurant ex- 
penses. However, an important part of 
the discrepancy is undoubtedly due to ex- 
penditures for alcoholic beverages made 
by members of business firms for gifts or 
for entertainment, but which are classi- 
fied as consumer expenditures in the De- 
partment of Commerce aggregate esti- 
mates. 

For comparative purposes the relative 
distribution of expenditures for alcoholic 
beverages appear satisfactory. The per- 
centage of total current consumption 
spent for alcoholic beverages was almost 
identical in the 1950 SCEIS and the 1955 
LIFE Study of Consumer Expenditures. 
When 1950 expenditures were ranked by 
income class and compared with the 1955 
USDA Study of Food Consumption for 
an average week, the ranks were the same 
in both surveys.* 

In addition to the limitations in per- 
missible statistical manipulations, and in 
the quality of the data, there is the com- 
plex issue of operational relevance. For 
some purposes leisure-expenditure cate- 
gories are so gross that they cannot be ap- 
plied to theories susceptible to quantita- 
tive verification. On the other hand, 
certain theories, despite the central posi- 
tion they hold in contemporary thought, 
are so vaguely worded that they are not 
subject to quantitative measurement. 
Veblen’s theory of conspicuous consump- 
tion and the corollary marginal-differen- 
tiation hypothesis are two examples. 


THE LAW OF DEMAND 
Given the state of technology, fixed 
tastes, and perfect market knowledge, the 
buyer’s choices are determined by his 
preference schedule relative to prices of 
the various commodities and his income. 
As stated by Alfred Marshall with respect 
to prices, the law of demand is: “The 
“Food Consumption of Households in the 


United States (Washington: U. S. Department of 
Agriculture, 1956), p. 5. 
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greater the amount to be sold, the smaller 
must be the price at which it is offered 
. - . in other words the amount demanded 
increases with a fall in price, and dimin- 
ishes with a rise in price.”> Later writers 
have expanded the statement to include 
the observation that increases in income 
are accompanied by increases in expendi- 
tures, and not decreases as in the case of 
a rise in prices. 

Results of a time-series regression of 
per capita expenditures for recreation in 
real 1947-49 dollars on per capital dispos- 
able personal income deflated to 1947-49 
dollars, the relative price of recreation, 
and the relative price of all other goods 
in constant 1947-49 dollars as measured 
by the consumers’ price index for 1946- 
56, are shown in Table 1. 


TABLE | 


RESULTS OF TimMe-SERIES REGRESSION OF PER 
CAPITA RECREATION EXPENDITURES ON PER CAPITA 
DISPOSABLE PERSONAL INCOME, CONSUMERS’ PRICE 

INDEX, AND RECREATION PRICE INDEX 
(First DIFFERENCES 1946-56) 
IN CONSTANT DOLLARS* 


Percentage change in 
expenditures fora 
1% change in income 


or prices 

Per capita disposable per- 

sonal income in constant 

1947-49 dollars 0.881 
Consumers’ price index 

(1947-49 — 100) —0.688 
Recreation price index 

(1947-49 = 100) —1.260 
Coefficient of multiple deter- 

mination R?° 0.548 


“Per capita income and expenditures calculated from 
National Income, 1954 edition supplement to Survey of 
Current Business, Table 30, and Survey of Current Busi- 
ness, Table 30, July, 1957, Washington, U. S. Department 


ot Commerce. Population esimates from Bureau of 
Census Current Population Estimates, Series P-25, quoted 
in ibid. 1947-49 price indexes, Bureau of Labor Statis- 


tics, Consumer Price Indexes for Selected Items and 
Groups, September, 1956, and following. 

>A coefficient of multiple determination refers to the 
ratio of the total variation in the dependent recreation- 
expenditure variable, explained by the independent-price 
and income variables. 

All changes are in the direction pre- 
dicted by the law of demand. For every 1 
per cent increase in the relative price of 
recreation, the amount spent for recrea- 
tion declines 1.26 per cent in constant 


1947-49 dollars. For every 1 per cent in- 
* Alfred Marshall, Principles of Economics, 


Eighth edition (New York: Macmillan Co., 1949), 
P- 99- 
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crease in the relative price of other goods, 
the amount spent for recreation decreases 
by 0.69 per cent. For every 1 per cent in- 
crease in constant-dollar income, recrea- 
tional expenditures increase 0.88 per cent. 

However, even when all three of the 
variables used to “explain” the variation 
in recreational expenditures are com- 
bined, the coefficient of multiple deter- 
mination is 0.548; in other words, ap- 
proximately 55 per cent of the variation 
in recreational expenditures is associated 
with constant-dollar real incomes, rela- 
tive prices of recreation, and relative 
prices of all other goods. Moreover, de- 
spite the fact that expenditures are stated 
in per capita terms, the constant 1.024 
looks like an increase associated with 
changes in the composition of population 
related to the baby boom, and migration 
to the suburbs. While recreation-spending 
behavior follows the law of demand, 
other considerations would also seem im- 
portant. 


VEBLEN'S THEORY OF CONSPICUOUS 
LEISURE 

Veblen’s Theory of the Leisure Class 
was an attempt to trace the formation of 
the “cake of custom” with respect to lei- 
sure spending over time measured in mil- 
lenia.6 Obviously a few crumbs of data 
referring only to “measured leisure” for a 
cross-section of consumers for the years 
1950 and 1955-56 cannot test his assump- 
tions or his conclusions. However, since 
Veblen’s theory has important implica- 
tions for leisure spending, two of his cen- 
tral arguments should be considered to 
see if they will help to interpret the cross- 
section data. 

His first major thesis was that leisure 
spending must be for non-productive ac- 
tivity not conducive to “furtherance of 
human life,” and, second, that leisure 
spending involves the use of personal 
services, in an advanced society, of “espe- 
cially lusty, personable fellows... 
The question is whether in an era of 
standardized tastes, mass markets, and a 
high degree of equality in purchasing 


* Thorstein Veblen, The Theory of the Leisure 
Class (New York: Modern Library, 1934). 
*Same reference as footnote 6, pp. 45 ff. 


power, Veblen’s theory can be of service 
in explaining cross-section spending be- 
havior. See Table 2. 

Examination of Table 2 for underlying 
function relationships suggested by this 
theory raises the operational question of 
defining what goods are “directly con- 
ducive to the furtherance of human life.” 
Veblen himself considered that embellish- 
ments in the production of necessities due 
to the “instinct for workmanship” set in 
very early in primitive societies. Food, 


‘shelter, clothing, medicine, and education 


are necessary to the furtherance of human 
life, but whatever embellishments are 
introduced in the way of culinary achieve- 
ment, “latest proprieties of dress,” and so 
forth are not. On a continuum of prod- 
ucts and services arrayed from necessities 
to luxuries, items which are luxuries at 
one state of economic development be- 
come necessities at a higher stage. 

Thus, in the five years from 1950 to 
1955-56, as the percentage of families or 
households owning radio and TV sets in- 
creased, the current consumption elas- 
ticity of the category dominated by these 
expenditures dropped. (Current  con- 
sumption elasticity is the percentage 
change in leisure-consumption expendi- 
tures accompanying a 1 per cent change 
in total-consumption expenditures.) 

Among urban families in 1950, the per 
capita income elasticity for radios, I'V 
sets and musical instrument purchases 
was 1.304; but among 1955-56 U. S. 
households it was 0.490. The heavy sales 
promotion, the social sanctions against 
non-TV families, and the equalizing 
effect of installment plans and trade-in 
programs on purchasing power undoubt- 
edly moved this group of commodities 
from ostentatious luxuries to necessities 
within a very short time. It is doubtful 
whether TV set ownership has become 
less “wasteful” as a result. 

Probably none of the products or 
services in Table 2 is directly required 
for the “furtherance of human life,” but 
this is just as subjective a judgment as 
Veblen’s own definition of what is neces- 
sary. Thus, while the data are consistent 
with Veblen’s explanation of institution- 
alized leisure spending, the concept of 
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TOWARD A THEORY OF LEISURE-SPENDING BEHAVIOR 


“conspicuous waste” is too abstract and 
subjective to explain the cross-section 
elasticities with which we are dealing. 

Veblen’s second criterion of leisure 
spending, the use of hired services, is 
easier to evaluate. Although the list of 
products in Table 2 does not include fees 
to baby sitters, gardeners, chauffeurs, 
maids, and the like, it includes dues to 
social clubs, fees and licenses, recreation 
away from home, “other admissions,” and 
outlays for phonograph records, all of 
which are directly or indirectly personal 
services produced by hired labor. Veblen’s 
theory implies that personal services will 
be found more often among consumers 
who can spend freely for leisure than 
among those who cannot. His idea is 
more appropriate, therefore, for improv- 
ing understanding than for improving 
specific prediction. 


INCOME CHANGE AND INCOME 
EXPECTATIONS 

Few surveys are as eagerly scanned by 
marketing men as the Annual Survey of 
Consumer Finances conducted by the 
Survey Research Center for the Federal 
Reserve System. Among the statistics of 
immediate interest are indexes of the 
change in the consumer's income status. 
The 1950 study provides data on income 
changes, and income expectations for the 
year 1950. Decisions to spend for leisure 
goods as for other consumables are in- 
fluenced in some manner by the changes 
in financial position or outlook. As 
George Katona has said: 


“Optimism about one’s own income pros- 
pects, expectations of income increases in the 
near future, and a feeling of security regard- 
ing one’s job and income tend to promote 
spending. Recent past income increases, if 
considered to be enduring rather than tem- 
porary, operate in the same direction... . 

“On the other hand, fear of income declines 
or unemployment ... promote saving. If a per- 
son has a satisfactory income but believes 
that the prevailing good times will soon come 


*“Survey of Consumer Finances” published an- 
nually in the Federal Reserve Bulletin issued by 
the Board of Governors, Federal Reserve System, 
Washington, D. C. 


to an end, his incentives to create reserves for 
the future become powerful.” 


If the effects of income change and in- 
come expectation are as Katona describes 
them, then an expected increase in in- 
come may be accompanied by increasing 
expenditures, and the income elasticity of 
demand for leisure goods should be 
higher than for persons expecting an in- 
come decrease. Similarly, among families 
experiencing an income decrease, income 
elasticity should be lower than among 
families expecting constant or rising in- 
comes, unless some intervening variable 
such as habit exerts a stronger pull in 
another direction. 

Table 3 indicates that income changes 
have a more consistent relationship to ex- 
penditures than income expectations. 
Higher income in 1950 than in 1949 was 
accompanied by higher-income elasticities 
for recreation, reading, and alcoholic 
beverages; but, among families with in- 
comes lower in 1950 than in 1949, elastici- 
ties were slightly higher than for either 
of the other two income-change categories. 
In only two of the six income-change 
comparisons for the three leisure com- 
modity groups do the data fail to conform 
to the expected pattern; and the differ- 
ences for reading and alcoholic-beverage 
expenditure elasticities could easily be 
associated with imperfections in the data. 

In the expectation data, by contrast, 
only alcoholic-beverage elasticities (the 
least valid and reliable statistics in the 
three expenditure categories) exhibit the 
theoretical pattern, ranging from highest 
for families expecting income increases to 
lowest for families expecting income de- 
creases. Not only are the elasticities too 
close together to indicate differences, but in 
this case they actually move in the “wrong” 
direction. It may be concluded that, as 
Klein and Lansing have pointed out with 
respect to durable-goods purchasing de- 
cisions, income expectations are at best 
background variables.’ 

* George Katona, “Variability of Consumer Be- 
havior,” in Contributions of Survey Methods to 
Economics, L. R. Klein, editor (New York: Co- 
lumbia University Press, 1954), pp. 58-59- 

*L. R. Klein and J. B. Lansing, “Decisions to 
Purchase Consumer Durable Goods,” JOURNAL OF 
MARKETING, Vol. 20 (October, 1955), pp. 109-132. 
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TABLE 3 
Per CaAprra ExpenpirurE INCOME ELASTICITY COEFFICIENTS BY 1949-1950 INCOME CHANGE, AND 1950-51 
INCOME EXPECTATIONS FOR FAMILIES HAvING 1950 Arrer-TAx INCOMES FROM $1,000-$9,999 


Percentage change in expenditures for a 1% change in income* 


Income change Income expectation 


1950 income 1950income 1950 income 
higher than same as lower than 
1949 1949 1949 


1.429 1.345 1.308 
0.524 0.518 0.540 
0.913 0.903 0.986 


195lincome 195lincome 1951 income 
higher than same as lower than 
1950 1950 1950 


1.331 1.580 1.499 
0.673 0.744 0.546 
0.999 0.970 0.958 


Expenditure 
category 
Total recreation 
Reading 
Alcoholic beverages 


® SCEIS special tabulation. 


MARGINAL DIFFERENTIATION AND 
LIFE-CYCLE HYPOTHESES 
Two further hypotheses merit consider- 
ation. The first is predicated on the role 
of individual personality in generating 
pressures for “marginal differentiation.” 
The second is based on the “life cycle” as 
a situational determinant of _leisure- 


spending behavior. Both characteristics 
probably influence spending, although 
their relative importance cannot be de- 
termined from the data considered here. 

The “marginal-differentiation” hypoth- 
esis postulates that some families go 


deeply into installment debt, borrow 
heavily, and otherwise incur liabilities so 
that they may enjoy current consumption. 
The names of these “consumptuary wild- 
-catters” are often listed among the bad 
risks for retail credit. They distinguish 
themselves in consumption, not because 
of their desires for Veblenian “invidious 
distinctions,” but because anxiety com- 
pounded with pride drives them to con- 
sume in outwardly striking ways.1! Their 
attainment of “marginal differentiation” 
is not for its own sake, but because of a 
deep-seated psychological inability to act 
as responsible, mature persons. When 
their incomes increase, they may spend 
wildly because of the same kind of com- 
pulsive anxiety that drives other family 
units to hoard or to increase assets unduly 
at the expense of current consumption. 
The leisure spending ot “wildcatter” 
families would simply be an extension of 
their reckless spending for all other 
classes of goods. This sounds all right 
with respect to the elasticity for alcoholic 
“David Riesman, Nathan Glazer and Reuel 


Denny, The Lonely Crowd (Garden City: Double- 
day Anchor Books, 1953), p. 64. 


beverages, but one would not expect these 
families to increase their spending on 
reading at a proportionately more rapid 
rate than other consumers. 

In contrast to “marginal differentia- 
tion” which is a personality variable, life 
cycle is a situational variable composed of 
a complex of number of persons, ages, and 
number of children in a family.12 Young 
growing families spend the most per 
capita relative to their incomes. Old 
families spend the least and save the most 
relative to incomes. Observed differences 
in leisure outlays by net change in assets 
and liabilities could be due, in part, to 
life-cycle position or to “family type,” as 
it is called in the SCEIS. 

Young families spend the most on 
recreation because their children want 
items such as TV sets, Zorro suits, and 
tricycles. The parents, busily entertaining 
parents of their children’s friends, may 


“See J. N. Morgan, “Factors Related to Con- 
sumer Saving When It Is Defined as a Net-Worth 
Concept” in Contributions of Survey Methods to 
Economics, L. R. Klein, editor (New York: Colum- 
bia University Press, 1954), pp. 150-151. See also 
Consumer Behavior, The Life Cycle and Con- 
sumer Behavior, Volume II, Lincoln Clark, editor 
(New York: New York University Press, 1955). So 
many different writers have contributed to the 
“life-cycle” concept that it is difficult to associate 
the concept with the work of particular individ- 
uals. The paper by Day Monroe, et al., “Family 
Spending and Saving as Related to Age of Wife 
and Age and Number of Children” (U.S. Depart- 
ment of Agriculture Misc. Publication 489, Wash- 
ington, U.S. Govt. Printing Office 1942) presented 
the first empirical evidence that families tend to 
save more and spend less at any given income 
level as they moved towards the close of the family 
life cycle. H. F. Lydall presented similar data for 
British families in “The Life Cycle in Income, 
Saving, and Asset Ownership,” Econometrica, Vol. 
23 (April, 1955), pp. 191-150. 


be committed to a round of reciprocal 
dinner engagements, cocktail parties, and 
so on.!8 They may be obliged to run up 
bills for alcoholic beverages, and families 
in the acquisitive years may feel obliged 
to subscribe to the shelter publications 
and home publications which provide 
“sumptuary savvy” appropriate to various 
income and status levels. 

Living up to social expectations puts a 
strain on the family budget and requires 
that every dollar be spent—even in ad- 
vance of its receipt—thus accounting for 
the tendency of growing families to bor- 
row from the future by any means avail- 
able. They buy more on credit, install- 
ment debt, and with borrowed money 
than do older families whose wants are 
less intense. 

The rate of increase in expenditures by 
age group conforms to the life-cycle 
hypothesis because per capita income elas- 
ticity for recreation among young families 
is higher than among other segments of the 
population, and because their expendi- 
tures for alcoholic beverages increase less 
in proportion to increases in income than 
is true of smaller, older families. Never- 
theless, the families with the largest in- 
creases in liabilities for 1950 were the 
ones who spent most in dollars for 
recreation and most in per cent of income, 
even if their increases in expenditures 
were not proportionately as great relative 
to income increases as among families 
with smaller deficits. 


IMPLICATIONS 
Economic theory is quite serviceable in 
explaining empirical variations in spend- 
ing for leisure goods, but it leaves much 
room for the explanation of changes in 


*W. H. Whyte, Jr., “The Consumer and the 
New Suburbia” in Consumer Behavior, L. H. 
Clark, editor (New York: New York University 
Press, 1954, Vol. 1, pp. 1-14. 
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tastes ... the reasons why, within in- 
come classes, consumers spend different 
amounts per capita when prices and in- 
comes are tolerably constant . . . and the 
relative importance of non-economic con- 
siderations affecting leisure spending. 

The present data confirm the law of 
demand by showing that measured leisure 
expenditures increase with income, but 
decrease as prices rise. 

The empirical confirmation of Veblen’s 
“personal-services” hypothesis implies that 
no scales of “years of formal education” 
can capture the subtle essence of training 
for leisure—so much of the training occurs 
in social-group situations and not in class- 
rooms. Class differences in the consump- 
tion of leisure goods may be subtle, but 
because many of the goods consumed are 
intangible personal services, they cannot 
be stored or bought on the installment 
plan. 

Consequently, the notion of homogeni- 
zation of possessions regardless of income 
class under modern U. S. mass consump- 
tion is not applicable to spending for 
leisure.* Attempts to measure education 
for leisure will have to employ multi- 
dimensional scales more sophisticated 
than those from which inferences have 
been attempted thus far. 

There are two additional implications. 
The first is that, due to market segmenta- 
tion by income class for each of the leisure 
items, there is a hierarchy of goods typi- 
cally purchased at each income level, with 
family size and type and age of house- 
hold head remaining constant. The 
second is that the marketing characteris- 
tics of leisure goods can be roughly identi- 
fied by ranking each item according to its 
income elasticity of demand. 


“David Riesman and Howard Roseborough, 
“Careers and Consumer Behavior,” Consumer Be- 
havior, The Life Cycle and Consumer Behavior, 
Lincoln Clark, editor (New York: New York Uni- 
versity Press, 1955), Vol. 2, pp. 6, 19. 
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MARKETING RESEARCH: Applications, Procedures 
and Cases 


by JOHN P. ALEVIZOS, Boston University 


The author clearly explains the scientific methods and procedures used to 
collect, analyze, and interpret an increasingly vast variety of marketing in- 
formation. Using this new text, tomorrow's management and marketing men 
meet and solve the day-to-day problems they will later face outside the class- 
room. By working with case studies drawn from the files of Ford, General 
Electric, DuPont, and a wide variety of other businesses of all sizes, your 
students gain virtual on-the-job experience in solving complex problems of 
distribution. 
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640 pp. Pub. 1959 Text price $8.50 


EFFECTIVE PUBLIC RELATIONS, 2nd Edition 


by SCOTT M. CUTLIP, University of Wisconsin and 
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Leo Burnett, Co., Inc. 


This edition offers a comprehensive, thoughtful introduction to the philoso- 
phy, process, and principles of public relations practice. While weaving into 
the book the many advances made in public opinion and communication 
since 1951, the authors include more fundamental research and the latest ex- 
amples of public relations practice. 

The book discusses such topics as: the problems of dealing with publics of 
employees, stockholders, community, special publics and the general public 
through mass media, the problems met and dealt with in industry and a 
glance at the opportunities in the field today. 


450 pp. Pub. 1958 Text price $6.95 


SALES MANAGEMENT: Decisions, Policies and Cases 


by RICHARD R. STILL, Syracuse University 
EDWARD W. CUNDIFF, University of Texas 


This book goes directly to the core of Sales and Marketing Management, 
clearly defining the role of the sales executive by treating such functions as 
marketing research, pricing, and distribution—as they affect Sales Manage- 
ment. With due emphasis to managerial aspects, planning, organizing, co- 
ordinating, and controlling are seen in relation to decision-making and 
policy formulation. 

Here the authors show keen perception and skill in treating the problems, 
pitfalls, and responsibilities plaguing the sales executive in his job. The 
book gives a complete, over-all account of all activities involved in manage- 
ment of the marketing function. 


722 pp. Pub. 1958 Text price $7.95 
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veloped further. 


N the October, 1958, issue of the jour- 
I NAL OF MARKETING, Dr. Vergil D. Reed 
made the point that we know very little 
about the farm market sector.’ Since a 
great many concerns and products are 
involved in servicing the 12 per cent of 
our population who live on the nation’s 
farms, an accurate and critical view of 
this segment is important. 


SOME QUESTIONS 


Beyond a doubt there are fewer but 
larger farms, and output from these farms 
has increased markedly. Geographic spe- 
cialization as well as specialization on in- 


* Vergil D. Reed, “The Changing Farm Market,” 
JOURNAL OF MARKETING, Vol. 23 (October 1958), pp. 
140-145. 


© About the Author. Dr. R. L. Kohls is Professor of 
Agricultural Marketing in the Department of Agri- 
cultural Economics, Purdue University. A member of 
the U.S. Department of Agriculture Advisory Com- 
mittee on Economic Research, he is the author of 
Marketing of Agricultural Products (Macmillan, 
1955), and of many articles on general agricultural 
marketing structure and food consumption economics. 
Currently Dr. Kohls is in charge of the Purdue stud- 
ies on the farmer's purchasing motives and activities. 
He has been a consultant to several firms which serv- 
ice agriculture. 


The following article continues the discussion of the farm market 
which was started by Vergil D. Reed in the October, 1958, JOURNAL 


Some of Dr. Reed's conclusions are challenged here, and important 
issues of the farmer's motivation and marketing structures are de- 


dividual farms has, and is, increasing rap- 
idly. Farm assets and investments have 
increased substantially. 

From these trends, however, Dr. Reed 
drew two conclusions that are question- 
able: (1) growing productivity means 
growing purchasing power, and (2) the 
increase in purchasing power far more 
than offsets the numerical shrinkage in 
farmers. 

No one would deny that increasing pro- 
ductivity results in increasing wealth in 
the aggregate for all society and in the 
long run. However, it does not necessarily 
follow that individual groups of people 
will secure the benefits of increasing pro- 
ductivity in the shorter run. In the short- 
run, the terms of trade of the individual 
group with the rest of society are impor- 
tant. 

The demand for the products of agri- 
culture is highly inelastic; and, unless the 
demand increases more rapidly than the 
supply, the total returns to the agricul- 
tural group will decline. In the last decade 
or so, even with government-support pro- 
grams, both the gross and net incomes to 
agriculture barely have held their own. 
Only in 1958, which was a much im- 
proved year, did incomes approach the 
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levels of the late forties. But when dollar 
figures are corrected for changing price 
levels, the purchasing power of agricul- 
ture’s total net income is about half what 
it was ten years ago. See Table 1. 


TABLE | 


Gross AND NET INCOMES FROM AGRICULTURE 
For SELECTED YEARS 1947-1958 


Realized 
net income 
from agriculture 


Current 1947-49" Current 1947-48" 


Realized gross 
farm income 


Billions 


17.3 
13.2 
115 
10.8 
13.1 


* Adjusted for consumer ice level changes, U.S. 
Department of Agriculture. - 


Billions 


Dr. Reed rightly pointed out the grow- 
ing importance of off-farm income to the 
farm family. However, even considering 
both this fact and the rapidly declining 
numbers of farmers, the per-capita dollar 
income of farmers has made only very 
modest gains during the past decade—and 
on a purchasing-power basis has actually 
lost ground. See Table 2. 

The inadequacy of aggregative data be- 
come very apparent in this area of in- 
comes. For example, in 1958, the typical 
family-operated cash-grain farm in the 
corn belt had an investment of $97,000 
per farm, while the dairy farm in the cen- 
tral northeast had an investment of $30,- 
ooo.? There is also great variation among 
incomes of individual segments of the 
farm market. In 1956, for example, typical 
dairy farms in the northeast had a net in- 
come of $4,248; cash-grain farms in the 


* Agricultural Outlook Charts, 1959, US. De- 
partment of Agriculture, p. 17. 
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corn-belt, $9,141; and winter wheat farms 
of the southern plains, $3,252.° 

The statement of Dr. Reed that the 
subsistence or self-sufficient farm is largely 
a thing of the past is rather difficult for 
most students of the farm to scene to ac- 
cept. The U.S. Department of Agricul- 
ture classifies about one-fourth of the na- 
tion’s farms as having sub-marginal or 
poverty-level incomes. This becomes a 
statistic of real marketing importance 
since these farms are geographically con- 
centrated largely in the southern areas. 


A TWIN MARKET? 


The conceptual idea of a single farm 
market for all types of products is not 
very useful. As in evaluating the poten- 
tial market for other producis, market po- 
tential must be evaluated by geographic 
area, income levels, type of farm opera- 
tion, etc. The farm market is no more 
homogeneous than the urban market. 

Dr. Reed also called attention to the 
twin characteristic of farm markets—con- 
sumer and industrial. He then said that 


the buying motives that impel the pur- 
chases of automobiles, televisions, food, 
and entertainment are quite different 
from those which govern the decisions to 
buy fertilizers, pesticides, forage harvest- 


ers, and tractors.* But this conclusion 
must be viewed as a hypothesis to be 
tested and not as a statement of fact. The 
situation of the household (man, wife, 
and his family) being simultaneously both 
a consumption-decision unit and a pro- 
duction-decision unit is unique. In such 
a dual capacity, can the motives of the 
urban consumer and the industrial buyer 


* Agricultural Outlook Charts, 1958, U.S. De- 
partment of Agriculture, Table go, p. 78. 

“Vergil D. Reed, same reference as footnote 1, 
p- 141. 


TAaBLe 2 
AVERAGE PER CAPITA INCOME FOR AGRICULTURE FOR 
SeLectep Years 1947-1957 


Non- 


Agricultural 
sources 


agricultural 
sources 


644 181 
212 
284 
309 


* Adjusted for consumer price level changes, U.S. Department of Agriculture. 


1947 34.3 41.3 20.8 ro 
1950 $2.5 $15 12.8 
1955 33.3 29.2 10.1 
1957 34.3 28.6 9.0 
1958 37.6 30.3 10.6 
Total Total 
dollars dollars* 
1947 825 994 
1950 838 813 
1955 894 745 
1957 967 780 
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be safely assumed to take turns in rising 
into dominance, depending upon the par- 
ticular issue at hand? 

From some farmer-purchasing studies 
it was found that considerable brand al- 
legiance existed for both machinery and 
feed.5 There was considerable tendency 
not to “shop-around.” Also, there were 
some indications that “having the latest 
model” was developing into a buying mo- 
tive for farm machinery. Other studies 
have even suggested that much purchas- 
ing of production goods is a family affair. 
Although certainly not conclusive, such 
findings indicate that at least for some 
farmers the motivation for purchase of 
some production goods may not be greatly 
different from the motivation for pur- 
chase of many consumer goods. 


THE DISTRIBUTION STRUCTURE TO SERVE 
FARM MARKETS 

Regardless of the purchasing power of 
the farm unit, the shrinkage in the num- 
ber of managerial units creates spatial 
problems in distribution. Currently much 
of the distributive machinery is geared 
to bring the selling point of a product 
close to the individual farm unit. Studies 
of machinery purchasing and feed pur- 
chasing reveal that farmers often travel 
less miles to their supply points for these 
items than do many urban housewives in 
buying their groceries. There are many 
indications that the farmer has a strong 
propensity to this “nearbyness” and will 
be reluctant to relinquish it. For many 
suppliers of the farm market, this is fur- 
ther complicated by the fact that they 
really sell two products to the farmer— 
the product itself and the service or main- 
tenance that must accompany it. 

Another significant development is in- 
tegration. Usually this results in the in- 
tegrator closely tying up the farmer's 
production activities through financing 
and guaranteed price arrangements. Un- 


* Purdue Studies on Farmer's Purchasing Activi- 
ties, Department of Agricultural Economics, Pur- 
due University; an early report of this series of 
studies appeared in the JOURNAL OF MARKETING, 
Vol. 21, April, 1957, pp. 446-449, “Farmer's Selec- 
tion of Farm Machinery Dealers,” by R. L. Kohls, 
R. L. Stucky, and J. I. Gifford. Reports on recent 
studies have appeared in Implement and Tractor, 
August 9, September 20, and October 4, 1958. 


der such arrangements the farmer is no 
longer a completely free agent as to 
where he buys his feed, chicks, equipment, 
and other related products.® 

This development of semi-captive mar- 
kets in return for financial and other re- 
muneration is of tremendous implication 
to firms serving agriculture. The parts of 
the farm markets “free” to any potential 
supplier may be sharply curtailed in the 
future. It raises two alternatives in the 
marketing policy of firms. They can either 
assume the integrating responsibilities and 
thus help assure themselves a part of the 
potential market, or set up their distribu- 
tion system to service the integrating firms 
themselves. In either instance the selling 
to unorganized individual farmers will 
be reduced. Firms selling to agriculture 
also must recognize that the increasing 
complexity of modern agriculture will re- 
quire that service and management help 
must increasingly be supplied with the 
products. 

Dr. Reed made the point that the growth 
of the industrial part of the market is 
primarily the result of the growth and 
prosperity of the consumer market. How- 
ever, in the situation which faces agricul- 
ture in the next several years, this is not 
an adequate statement of the issue. The 
tremendous rush of agricultural technol- 
ogy has resulted in the increased output 
of agriculture. This output has run ahead 
of the growth in demand, with the result 
of an intense cost-income squeeze on farm- 
ers, both big and small. 

The individual farmer sees a further 
increase in output at lower costs as his 
only hope in this situation. This furnishes 
much of the basic motivation for in- 
creased purchases of machinery, fertilizers, 
better feeds, etc. This motivation has to 
be coupled, however, with ability to buy. 
Here then lies the key role of adequate 
financing arrangements in the changing 
of these wants into sales. Currently, it 
seems as if the more conventional meth- 
ods of bank or installment finances will 
not be fully adequate to service this de- 
mand in all segments of the farm market. 


*See Vertical Integration in Agriculture, Mimeo 
EC-154, Purdue University. 


INTO THE FUTURE 

The following observations can be made 
about the future: 

1. The income and purchasing power 
of farmers has not increased apace with 
other groups. Farmers in the aggregate 
have been—and are likely to be for a con- 
siderable time in the future—faced with a 
growing cost-income problem. Tremen- 
dous differences in income among farmers 
and farm areas will continue to exist. 

2. Relatively little is known about the 
behavior and motivation of the farmer, 
either as a consumer or producer. Many 
sub-markets exist which must be defined 
and specified. As these sub-markets be- 
come more and more fragmented, addi- 
tional basic knowledge is a “must” if the 


Always True? 


e ALLEN F. JUNG 


substantial margin. 


EILLY’s law of retail gravitation states 
R that “two cities attract retail trade 
from an intermediate city or town in the 
vicinity of the breaking point (the 50 per 
cent point), approximately in direct pro- 
portion to the population of the two cities 
and in inverse proportion to the squares 
of the distance from these two cities to the 
intermediate town.”! 


* William J. Reilly, The Law of Retail Gravita- 
tion (New York: published by the author, 1931), 
P- 9- 


@ About the Author. Allen F. Jung is a research as- 
sociate at the University of Chicago. He has taught 
at Stanford University, the University of Missouri, 
and the University of Illinois. 
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marketing of products is to be successfully 
accomplished. The farmer and his family 
operating a production unit is a unique 
institution, and research must determine 
whether this uniqueness results in differ- 
ent behavior from that of his urban-con- 
sumer and industrial-market counterparts. 

3. The distribution machinery used to 
move products into agricultural markets 
will have to adapt to the changing agri- 
cultural scene. The specialized products 
of modern agriculture are going to re- 
quire improved service and advisory help. 
Means of adequate and acceptable financ- 
ing must be found. The impact of integra- 
tion of farm and non-farm enterprises 
must be assessed. 


This note presents some information which does not agree with 
Reilly's law of retail gravitation. The residents of Columbia, Missouri, 
showed no preference for patronizing the merchants of St. Louis, Mis- 
souri, rather than those of Kansas City, Missouri, although according 
to this law they should have favored the St. Louis merchants by a 


Through the years little, if any, ev- 
idence has been presented which conflicts 
with this law. However, during a study 
of the buying habits of the permanent 
residents of Columbia, Missouri, an in- 
teresting statistic which does not conform 
to it came to light. This had to do with 
the destination of out-of-town buying 
trips made by Columbia residents. 

There was no significant difference be- 
tween the number of shopping trips to 
Kansas City, Missouri, and St. Louis, 
Missouri, even though St. Louis has al- 
most twice the population of Kansas City, 
and is six miles closer to Columbia (125 
miles distant as compared with 131 miles). 

The study, conducted in Columbia, 
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Missouri, a city of some 35,000,? sought 
information about the buying habits of 
permanent residents for ladies’ ready-to- 
wear. On the basis of an area random 
sample, 337 residents were interviewed. 
One question concerned the destination 
of any out-of-town shopping trips made 
during the previous six-month period. Of 
the 337 interviewed, 150 (44.5 per cent) 
had made shopping trips outside of Co- 
lumbia within the previous six months. 
Of these 150, approximately the same 
number had visited Kansas City (57) as 
St. Louis (55). The difference in the num- 
ber of shoppers was not statistically sig- 
nificant. 

Yet, according to Reilly’s law of retail 
gravitation, the residents of Columbia 
should have favored St. Louis by a wide 
margin. The population of metropolitan 
St. Louis is 1,891,000 compared with 965,- 
ooo for metropolitan Kansas City. Accord- 
ing to the Reilly formula, the breaking 
point for patronage to the respective cities 
should be 107 miles east of Kansas City, 
or approximately 24 miles west of Colum- 


bia. The formula for determining the dis- 
tance from a trade center to a breaking 
point with respect to a competing trade 
center becomes: 


Distance from A to B 


population of A 


There is no apparent reason that ex- 
plains fully why Columbia residents be- 
haved in this manner. Bus and train sched- 
ules were checked, and the number of trips 


* All population estimates have been taken from 
Rand McNally Commercial Atlas and Marketing 
Guide (New York: Rand McNally & Co., 89th Edi- 
tion, 1958). 


available per day to both cities was the 
same. Neither city enjoys any obvious ad- 
vantage in times of departure and arrival, 
and travel time by each mode of transpor- 
tation was about the same in each direc- 
tion. It required approximately the same 
amount of time to drive by personal car 
to the business district of each city. 

Many factors other than population 
and distance may have an effect on the 
number of consumers that prefer to shop 
in one city rather than another. None of 
the factors that might have some influence 
in this matter seemed to favor the patron- 
age of Kansas City. Moreover, St. Louis is 
considered by many to have an advantage 
in the general reputation of its depart- 
ment stores. 

Newspaper readership habits of Co- 
lumbia residents may in part account for 
the large number of shopping trips to 
Kansas City. During the course of the 
study, the residents were questioned about 
the out-of-town newspapers that they read 
regularly. Of the residents making shop- 
ping trips outside of Columbia, eighty- 
four read Kansas City newspapers regu- 
larly, while thirty-one read St. Louis news- 
papers. Both Kansas City and St. Louis 
newspapers were read regularly by four 
additional residents. The Columbia read- 
ers of Kansas City newspapers showed a 
significant preference to shop in Kansas 
City rather than St. Louis. 

The conduct of the residents of Colum- 
bia cannot be explained adequately in 
the light of Reilly's law of retail gravita- 
tion. Possibly the law does not hold for 
distances as great as those encountered in 
this study. When the size of each city ex- 
ceeds several hundred thousand people, 
perhaps it makes little difference to the 
consumer which city is patronized. 
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A Survey of Smokers in Italy 


tobacco products. 


BouT one-fourth of all tobacco pro- 
duced on United States farms is sold 
abroad. These exports are part of the sub- 
stantial stake American agriculture has 
long had in foreign trade. 

Increased tobacco production in certain 
countries abroad since World War II has 
modified the competitive position of 
United States tobacco in international 
trade. Italy, for example, is now a major 
postwar exporter of tobacco instead of a 
minor prewar exporter. Italy, however, 
also imports considerable quantities of to- 
bacco to manufacture several brands of 
cigarettes; and these imports include 
American-type tobacco from the United 
States. 

In the best interests of the United States 
tobacco trade, the tobacco-export position 
in Italy and other countries where sim- 
ilar conditions exist should be maintained 
and improved. To help accomplish this, 
Public Law 480 was passed, aimed toward 
expanding foreign markets for such com- 
modities. This law provides that friendly 
foreign countries can use local currencies 
to buy tobacco and certain other agricul- 
tural commodities, and also authorizes the 
use of foreign currencies “to help develop 
new markets for U. S. agricultural com- 
modities on a mutually benefiting basis.” 


A STUDY OF PREFERENCES 
In this connection a study of the pref- 


@ About the Author. Professor of Agricultural Eco- 
nomics at the University of Tennessee, M. B. Baden- 
hop is author of numerous articles, especially on 
agricultural problems. Dr. Badenhop has an M.S. 
from Louisiana State University and a Ph.D. from 
Purdue University. 

In 1956 he served as a Consultant with the U. S. 
Foreign Agricultural Service, and helped to organize 
the study reported in this article. 
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In general, data are not available on tobacco preferences in other 
countries. The present study was carried out to provide such informa- 
tion regarding Italian smokers. The results are being applied in the 
marketing programs of U. S. manufacturers of cigarettes and other 


erences of Italians for tobacco products 
was recently completed. Following is a re- 
port of the study. The question is—what 
is the potential market for American-type 
tobacco? 

Detailed information on smoking hab- 
its and preferences was obtained from a 
national cross-section of Italian smokers 
and non-smokers over 16 years of age. 
There were 5,953 smokers and 4,092 non- 
smokers interviewed. 


FINDINGS 
Number of Smokers 


Of a population of about 34 million 
Italians over sixteen years of age, the num- 
ber of regular and occasional smokers is 
estimated at about 14 million, of whom 
12 million are men and 2 million are 
women. 

For every 100 men over sixteen, there 
are 55 regular cigarette smokers, 6 cigar 
smokers, and 4 pipe smokers; go never 
smoke, while 5 smoke irregularly. Of 100 
women over sixteen, there are 10 who 
smoke regularly or irregularly; go never 
smoke. The non-smokers represent a po- 
tential market for tobacco products. Un- 
doubtedly demand for these products 
could be stimulated if the State Monopoly 
responsible for the distribution of tobacco 
products would undertake a program of 
advertising and sales promotion which 
they are not doing currently. 

Somewhat more men smokers are in 
South Italy than in the North, 75 and 69 
per cent respectively. For women, the po- 
sition is the reverse, 7 per cent in the 
South and 12 per cent in the North. 
There are more male smokers in the small 
towns than in large cities; but with 
women the opposite relation is found. 
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Age of Smokers 

Men begin to smoke at eighteen years 
on the average; for women, it is twenty- 
two years. The number of cigarettes 
smoked increases significantly with age, 
from g between the ages of sixteen and 
twenty, to 14 between the ages of forty- 
five and sixty-four, declining to 10 after 
age sixty-five. 


Education 


Among men, the smoking habit is not 
associated with level of education. With 
women, there is a positive correlation; the 
ratio for women changes from 1 smoker 
for every 100 respondents who had never 
attended school to 35 smokers of 100 re- 
spondents who had done advanced studies 
or attended a university. 


Cigarette Purchases 


On the average, Italians buy 16 cig- 
arettes at each purchase of Italian brands, 
and 42 in the case of foreign brands. Half 
the respondents buy 20 cigarettes at a 
time, about a third buy 10 at a time, and 
14 per cent buy 5 or less. The higher the 
income and the more cigarettes smoked 
per day, the more is the number of cig- 
arettes bought at each purchase. The 
number of cigarettes smoked per day is 
13 for men, and 7 for women. 

While most smokers of Italian cigarettes 
buy one-half or one regular package at 
each purchase, smokers of foreign brands 
buy an average of 2 large packages at each 
purchase. There are several explanations: 
(1) the smoker of foreign cigarettes is a 
heavier smoker than the average; (2) his 
income is above average; (3) he has a 
greater brand loyalty; (4) not all tobacco- 
nists sell foreign cigarettes and those cus- 
tomers who fear to be left without their 
favorite brand must have a reserve; and 
(5) in some regions of Italy smuggled for- 
eign cigarettes are offered on the black 
market, and it is more convenient to buy 
several packages than one. 


Filter Tips 


Filter-tip cigarettes are not currently 
popular. Even though 70 per cent of all 
smokers believe that filter-tip cigarettes 
are less injurious to health than non-filter 
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cigarettes, only 6 per cent of the men and 
15 per cent of the women always smoke 
filter-tip cigarettes. However, filter tips 
are not as available in Italy as in the 
United States. 


ltalian-Type Tobacco Preferred 


Over half the cigarette smokers prefer 
Italian-type tobacco. Among male smok- 
ers, nearly 2 out of g prefer it. Among 
women smokers, however, the Oriental- 
type is widely smoked. There are 17 per 
cent of the male smokers and 10 per cent 
of the women smokers who prefer Amer- 
ican-type tobacco. However, few smokers 
have smoked other than Italian-type to- 
bacco. 

The Italian-type cigarettes are more 
popular in the rural areas or small towns 
than in the larger urban centers. Also 
smokers in the lower income groups smoke 
proportionally more of the Italian-type 
cigarettes than do smokers in the higher 
income groups. 


Why Certain Types Preferred 

For every 100 smokers smoking differ- 
ent types of tobacco, over a third mention 
pleasure, satisfaction, or simply that they 
think the cigarettes are good. Other rea- 
sons are not defined clearly. However, for 
Itaiian-type cigarettes, 30 out of 100 smoke 
them because they are relatively cheap. 
For the Oriental-type cigarettes, 27 out of 
100 say that these cigarettes are mild, 
tasty, and aromatic, and that lighter to- 
baccos do not irritate the throat or cause 
other trouble. Out of every 100 smokers 
of the American-type, 23 smoke them be- 
cause of the aroma and flavor, 9 because 
the tobacco is stronger, and 10 because of 
the high quality of the product. 


Price 

The price for cigarettes is set by the 
State Monopoly and is relatively high, 
particularly for foreign brands, when re- 
lated to income of occupational groups. 
About one-third of the smokers would 
change the brand they are smoking if they 
could afford the higher priced brands. If 
all cigarettes were the same price, 56 per 
cent of the smokers say they would buy 
full-tasting Italian cigarettes, 25 per cent 
the Oriental-type, 16 per cent the Amer- 
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ican-type, and 3 per cent the English-type 
cigarettes. 

Although 56 per cent of the smokers say 
they would buy Italian cigarettes if price 
for all cigarettes were the same, 74 per 
cent are actually consuming them. Were 
it not for price differences, 18 per cent of 
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the smokers would shift to other types, 10 
per cent to the American type, 7 per cent 
to the Oriental type, and 1 per cent to the 
English-type cigarettes. Consumption of 
American-type cigarettes would increase 
approximately 4,400 million annually if 
price for all brands were the same. 


Patterns of Food Preferences 
Through Factor Analysis 


HAT one eats is presumably a func- 
Wiion of environment or learning, 
physiological effects, and immediate sen- 
sation.! Is a person’s food choice de- 


* Francis J. Pilgrim, “The Components of Food 
Acceptance and Their Measurement.” American 
Journal of Clinical Nutrition. Vol. 5 (March-April, 
1957)» 171-175- 
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burgh. From 1948-1951 he was on the research staff 
of the Western Psychiatric Institute and Clinic, 
Pittsburgh. Since 1951 he has been investigating 
taste and odor, the psychometrics of food evaluation, 
and food preferences and acceptance behavior at 
the Quartermaster Food and Container Institute for 
the Armed Forces, Chicago. 

Joseph M. Kamen received his Ph.D. in psychology 
from the University of Illinois. From 1952-1955 he 
was associated with the Training Research Laboratory, 
University of Illinois. Since 1955 he has been en- 
gaged in attitude studies, field tests, and psychophys- 
iological research for the Quartermaster Corps, Chi- 


cago. 

This article reports research (Publication No. 842) 
undertaken at the Quartermaster Food and Con- 
tainer Institute for the Armed Forces. The views or 
conclusions are those of the authors, and are not to 
be construed as necessarily reflecting the views or 
endorsement of the Department of Defense. 
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The fact that preferences for different foods are correlated sug- 
gests the existence of underlying psychological dimensions. 

Studies of soldiers' food preferences revealed certain basic dimen- 
sions of food preference. Some factors consisted of a generalized liking 
for certain conventional food classes such as fruits or desserts, but 
other preference factors tended to cut across food classes or were 
only a small part of a class. 


termined mainly by the individual food 
or by some characteristic which may be 
common to several foods? The latter 
would appear to be the case, on the basis 
of intuition and of concrete evidence 
from food-preference surveys. 

Between 1959 and 1954 a series of sur- 
veys of food preferences were conducted 
among Army personnel. Questionnaires 
were used to obtain information on more 
than 400 foods, and on certain back- 
ground characteristics of the respondents 
such as age and region of origin. 

It was found that whole classes of food 
varied with one or more background 
factors. For example, desserts were more 
preferred by younger men, while vege- 
tables and soups increased in preference 
with age of respondent. But it was not 
found out whether there were also pat- 
terns to an individual’s preferences not 
directly related to the background 
characteristics measured. To obtain fur- 
ther information, factor analysis was se- 
lected as a tool. 

Factor analysis is a method for examin- 
ing the correlations existing among 
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variables—in this case, preference ratings 
for different foods—to determine whether 
these variables can be adequately ac- 
counted for by a much smaller number of 
statistically independent categories. 


METHOD 
Questionnaire and Respondent Sample 

Each questionnaire had: (a) a list of 
fifty-four food names, each interposed be- 
tween a rating scale and a “not-tried” 
category, and (b) a page of questions on 
background characteristics of the re- 
spondent. Surveys were limited to fifty- 
four foods because respondents are not 
able to deal with over sixty foods in one 
survey. Preferences were obtained with a 
g-category like-dislike rating scale.2 The 
successive categories were scored from 1 
to g, beginning at the dislike end. 

A stratified, systematic sample of ap- 
proximately 2,000 was drawn from all 
non-commissioned Army personnel in the 
United States for each survey. The two 
surveys used for the factor analyses were 
conducted in February and October, 1951. 
These two surveys were selected from the 
series because they asked about a variety 
of foods and also they had in common six 
identical or similar foods. 


Factor Analyses and Interpretation 

From the total sample of respondents 
in each survey a random sample of 200 
was drawn. For any given food, some re- 
spondents gave no rating, but instead 
indicated they had “not tried” the food. 
To simplify computations, the mean rat- 
ing derived from those who did rate that 
food was substituted for an endorsement 
of “not tried.” An index of the total 
number of foods not tried by each indi- 
vidual was used as another variable and 
represented the narrowness of food ex- 
periences. 

Data on age, length of Army service, 
education, and size of town of upbringing 
also were used. These four variables had 
five to eight class intervals. For each 
survey the fifty-nine variables—fifty-four 


*David R. Peryam and Francis J. Pilgrim, 
“Hedonic Scale Method of Measuring Food Pref- 
erences,” Food Technology, Vol. 11, Supplement 
(September, 1957), 9-14- 


foods, four background variables, and the 
“not-tried” measure—were intercorrelated. 
A factor analysis method was then used 
to extract ten factors affecting these 
variables. 

Six psychologists working on food- 
acceptance problems and one nutritionist 
independently interpreted the factors. 
To clarify and unify the results, the in- 
terpretations then were discussed in a 
group. 


RESULTS 

Interpretations were based on three 
types of evidence. First were the foods 
themselves, where there was an obvious 
relationship among them. Second was a 
general knowledge of people’s food be- 
havior. Third was the information de- 
rived from other non-factor analytical 
analyses of the series of eight surveys 
conducted. 

In addition to analyses of variation in 
preference for a number of foods in 
relation to the background data that were 
used in the factor analyses, there were 
analyses based on geographical origin. In 
these analyses the continental United 
States was divided into ten regions. The 
factor analyses showed clusters of foods 
preferred in the South. Surveys which in- 
cluded other foods may be expected to 
have clusters typical of some of the other 
regions of rearing. 

Although some _ inconsistencies oc- 
curred, the six identical or similar foods 
included in both surveys were represented 
by the same or similar factors, when the 
two analyses produced similar factors. 
This correspondence is important in 
terms of the reliability of the factors. 

In neither analysis was the variation of 
the five nonfood variables appreciably 
accounted for by any of the factors, al- 
though their magnitude and direction to 


"Factors were extracted by the centroid ap- 
proach and then rotated by the quartimax 
method. See Benjamin Fruchter, Introduction to 
Factor Analysis (New York: Van Nostrand, 1954); 
Jack O. Neuhaus and Charles Wrigley, “The 
Quartimax Method: An Analytic Approach to 
Orthogonal Simple Structure,” British Journal of 


Statistical Psychology, Vol. 7 (November, 1954), 
pp- 81-91. 
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some extent corresponded with knowl- 
edge gained from the analyses of back- 
ground data mentioned previously. 


SIGNIFICANCE OF RESULTS 


Where possible, each factor was named 
for a common food class or food char- 
acteristic. In addition, a secondary name 
or description was given as an elaboration 
or explanation. In many cases there were 
other foods in a factor that either con- 
tributed to or extended the interpreta- 
tion. 

For example, in both analyses a “sweet” 
factor emerged. The high correlations 
between factors and food items (the 
“factor loadings”) where mainly for 
desserts, but also for other sweet items 
such as cereals that are usually eaten with 
sugar. However, there were other foods, 
such as bologna and frankfurters, that are 
not sweet but which belong with sweets 
for a class of people, youths or children. 
Preferences for all these foods were 
negatively correlated with age and with 
length of time spent in the Army. Thus, 
in terms of food classes, the factor was 
mainly “sweet,” but in terms of people it 
Was not just “sweet-tooth” but “youth.” 

Perhaps more important is the fact 
that, with two different lists of foods and 
two different samples of respondents, a 
number of the same or similar factors 
were revealed. This statement is not based 
on the interpretations only, but on the 
results from the feods common to the two 
surveys. Although correspondence was not 
perfect, it was sufficiently good to indicate 
the reality and meaningfulness of the 
factors obtained from the analyses. 

The total sums of squares for each 
factor are shown in Table 1. These add 
up to approximately 21 in each case, 
representing about 36 per cent of the 
total variance of 59 (the number of 
variables) in the original correlation 
matrixes. Much of the variation remains 
unaccounted for, partially because some 
of the preferences for individual foods 
are unrelated to a food class or character- 
istic. In addition, information represented 
by the response “not tried” is lost when 
the mean rating of the food is substituted 
for it. 


The variability and individuality of 
of people’s behavior toward food is well 
known. Nevertheless, expectations that 
there are patterns of likes and dislikes is 
supported by this study. But these pat- 
terns are neither simple nor few in num- 
ber. 

The nature of the factors suggests that 
some arise from sensations from the foods, 
and some from cultural or environmental 
determinants. A factor such as sweet 
could result from either of these; but 
there is good reason to believe that 
physiological or metabolic requirements 
dictate in part the higher preference and 
demand for sugar in the earlier years of 
life. 

Another study has shown that prefer- 
ence for classes of foods—such as meats, 
potatoes, vegetables, and salads—is related 
significantly, although to a small degree, 
to personality as measured by the Thur- 
stone Temperament Schedule.* 

The factor analyses in the present study 
also presented new ways of looking at the 
interrelationships among food attitudes 
beyond the conventional classifications of 
foods as meats, vegetables, and other 
major components of a meal. Thus, the 
assertion that people can be divided into 
meat “partisans” and “antagonists” may 
be an over-simplication because the par- 
tisanship may encompass only solid meats, 
mixed meats, or creamed meats. 

In other cases a factor may cut across 
conventional classes, for example, youth 
foods. Note that the analyses provided no 
evidence for the existence of general food 
“lovers” or food “haters.” Rather, there 
seemed to be different “chow-hound” 
types, each of whose interests in foods 
was more restricted than is commonly 
assumed. 

This conclusion points to the possi- 
bilities of being too specific in promo- 
tional campaigns. For example, an ad- 
vertiser in showing how his food can be 
prepared may emphasize creamy prepara- 
tions. Unless he is intentionally aiming 


‘Howard G. Schutz and Joe Kamenetzky, “Tem- 
perament Correlates of Food Preference and Re- 
jection,” presented at the 2gth annual meeting of 
the Midwestern Psychological Association, Chi- 
cago, May 3, 1957. 
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toward a limited audience, he might sacri- 
fice a large number of people potentially 
favorably disposed to his product by not 
presenting in his appeal preparations 
representative of several independent 
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factors. If he does intend to appeal to a 
limited audience, the factor analyses 
provide hints on what foods from differ- 
ent classes are suitable for “tie-in” promo- 
tions. 


Pictorial Stereotypes in a 
Projective Test 


agreement. 


for the verbal 


HE use of projective tests in marketing 
has become almost standard 
practice. One group of techniques con- 
sists of “visualization” tests.‘ The most 
frequently used method is verbal, wherein 
the interviewee is presented verbally 
with a hypothetical situation and is asked 
to describe something about it, or the 
respondent is asked to name the type of 
person most likely to use Brand X, Brand 
Y, and so on. 

For the most part this latter approach 
utilizes “psychological” descriptions (a 
woman who is careful in the way she 
spends her money; a woman who takes 
pride in how her house looks), or social 
stereotypes (such as factory worker, doc- 
tor, etc.) designating different status 
levels. Regardless of the specific tech- 
nique, they have one thing in common. 


1 Harry Henry, Motivation Research (New York: 
Frederick Ungar Publishing Co., 1958). 
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This article describes a 
with each of a matched set of verbal and pictorial stereotypes. Asso- 
ciations with each set of stimuli were far from being in one-to-one 


study which measured brand associations 


It is shown that a pretest to determine what the less freq-ently used 
pictorial stereotypes represent was called for before substituting them 
stereotypes. 


All are indirect in their approach and are 
designed to encourage the respondent to 
reveal, usually not consciously, either her 
attitudes toward a given brand, product, 
company, idea, or some aspect of her 
personality. 

While the more usual method is via 
verbal presentation, there are advantages 
in presenting material in pictorial form. 
The successful use of pictorial visualiza- 
tion, however, presupposes that the re- 
searcher’s conception of what the pictures 
represent are similar to the respondents’ 
conception. 

During the course of a pretest an oc- 
casion arose to measure the differential 
results, if any, arising from the use of 
pictorial stereotypes compared with the 
more visual verbal stereotypes. The verbal 
was, of course, the researcher’s conception 
of what the pictures represented. The 
product was a deodorant. 


STUDY DESIGN 
A large number of pictures of different 
women “stereotypes” were selected from 
magazines. The pictures were chosen to 
represent: middle-aged housewife, society 
woman, young married woman, and 
model. 
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Three judges, independently, sorted 
and rated the pictures on the basis of 
how well they represented the four social 
types. An agreed on representative picture 
from each pile was selected for inclusion 
in the study. A total of 250 women was 
interviewed. 

In the early part of the study, the 
women were shown the four pictures, one 
at a time, and were asked which of four 
deodorants the pictured woman was most 
likely to use. The same brands could have 
been chosen for more than one stereo- 
type. The pictures were systematically 
rotated, as were the brand names of the 
deodorants on the card. 

Later in the interview, a list of eight 
different types of women was read to the 
respondent one at a time, and she was 
asked to designate which of the four 
brands each type of woman was likely to 
use. Again the brand names and the 
stereotypes were rotated. 

Among the eight stereotypes read were 
the four mentioned above, the ones the 
pictures were chosen to represent. The 
additional four, included to disguise the 
purpose of the question, were: college 
student, working girl, smartly dressed 
woman, and elderly woman. Therefore, 
for each woman there were two measure- 
ments of the brand the social stereotype 
would use—via a verbal and via a matched 
pictorial visualization. The assumption 
being tested was that there was no differ- 
ence between a verbal and pictorial 
visualization of a social stereotype. 


RESULTS 
In three out of the four sets of stereo- 
types tested, the over-all results for the 
two types of visualization were similar. 


Only for the “society-woman” stereotype 
did statistical tests indicate any significant 
difference in the over-all proportions 
matching the stereotype with individual 
brands. A Chi-Square test for each set of 
stimuli was used. The theoretical for 
each pictorial visualization of brand 
choices was the distribution for the verbal 
stimuli. 

The really important measurement, 
however, was the individual brand asso- 
ciation for each verbal-pictorial set of 
visualizations. 

Table 1 gives the proportion of similar 
brand associations for each pair of 
stimuli. 

Since the percentage of similar choices 
reached a maximum of 61 per cent, and 
since on an over-all basis there was only 
one significant set of differences between 
the two types of stimuli, there must have 
been a goodly proportion of offsetting 
brand associations within each set of 
visualizations. That is, those associating 
Brand A with a pictorially depicted model 
and the verbal stimulus of a young 
married woman were offset by others asso- 
ciating Brand A with the verbal stimulus 
of a model and the pictorial stimulus of 
a young married woman. 

The proportion of similar brand 
choices varied only slightly with the age 
of the respondent. Older respondents, on 
the average, had a little higher propor- 
tion of similar choices, but in no case did 
any proportion go over 68 per cent. 

The visualizations represented two 
young women (model and young married 
woman) and two older women (middle- 
aged housewife and society woman). It 
was thought that perhaps women under 
$5, regardless of whether the stimulus was 


TABLE 1 
DeEcREE TO WHICH VERBAL AND PICTORIAL ASSOCIATIONS WERE SIMILAR 


Total choosing 


for each 
Verbal /Pictorial Set 


set of stimuli 


Number of 
similar 
brand associations 


% of associations 
which were 


Middle-aged housewife 
Society woman 

Young married woman 
Mode 


250 
250 


TOTAL 


137 
117 
112 
152 


518 


* The 


centages for 
ing a 


nite degree of 


than chance (P>.01), as tested by Chi-Square, indicat- 
stimuli. 


73 
47 
250 45 
250 61 
1,000 52 
correlation between the two types of ; 


a verbal or pictorial one, would show 
more consistency in their choices if the 
stimulus was a younger rather than an 
older woman. It was believed that the 
reverse would be true for respondents 
over 35 years of age. But the results of an 
analysis by these factors, shown in Table 
2, indicated no consistency in the per- 
centage of similar brand associations be- 
tween depicted age of stimulus and age of 
respondent. 
2 


PERCENTAGE CHOOSING SAME BRAND BY 
Depicrep AGE OF STIMULUS AND AGE OF RESPONDENT 


Age of Respondent 
Under 35 Over 35 


Youthful stimulus (model; 
young married woman) 

More mature stimulus 
(middle-aged housewife; 
society matron) 


49%, 58%, 


51% 51% 


CONCLUSIONS 


(1) Both the verbal visualization and 
the pictorial visualization appeared to 
give somewhat similar over-all results. 


“Heart Appeal” in 


Advertising 
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(2) Although the proportion of similar 
choices made with each set of visualiza- 
tions was much higher than chance alone 
would account for, the degree of agree- 
ment was far from a one-to-one brand 
association. The proportion of similar 
choices did not appear to be affected by 
either the age of the respondent or the 
age of the person the stimuli represented. 

The results indicate that, without a 
pretest to determine what the pictures 
represent, extreme caution must be exer- 
cised before substituting pictorial for 
verbal stereotypes in projective tests. 
Were cross-tabulations involving classifi- 
cation of respondents made on the basis 
of their responses to this type of projec- 
tive question (that is, those who believe 
Brand A was an “old woman's” brand 
compared with those who believed it to 
be a “young woman's” brand) about half 
the respondents in this case would have 
been classified differently, depending on 
whether the verbal or pictorial stereotypes 
had been used. 


Grocery 


@ FRANKLIN J. LUNDING 


It is difficult, particularly in mass retailing, to convince shoppers to 
open their pocketbooks and make their purchases from displays. This 
article discusses what can be done in advertising to attract and build 


steady customers. 


N her shopping, the homemaker and 
purchasing agent for the American 
family is two people: Mrs. Customer-of- 


@ About the Author. Franklin J. Lunding became 
General Counsel for Jewel Tea Co., Inc. at the age 
of 25. In 1942, at the age of 36, he was made Pres- 
ident and since that time has been Chief Executive 
Officer of that company. He was elected Chairman 
of the Board in 1954, the position he now holds. 

Mr. Lunding attended the University of North 
Dakota from 1923 to 1926, then changed to George 
Washington University where he received an LL.B. 
in 1929. His business philosophy is stated in his 
book, Sharing A Business (Updegraff Press, 1951). 


the-Head and Mrs. Customer-of-the-Heart. 
But, in their efforts to attract her patron- 
age, too many retail merchants make the 
mistake of appealing almost exclusively to 
Mrs. Customer’s head by concentrating on 
Price, both in their merchandising and 
their advertising. They overlook the fact 
that Mrs. Customer’s head is often over- 
ruled by her heart, using the term in its 
broadest sense. 


PRICE ADVERTISING 


The retail-grocery business illustrates 
this in its advertising. Most of it is 
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price advertising: “specials” ... “bar- 
gains” ... “low every-day prices”... 
“save”... “save”... “save.” This is 
advertising to Mrs. Customer’s head only. 

Price advertising is tremendously im- 
portant, of course, in today’s fiercely com- 
petitive retail battle for sales volume. If 
prices are sufficiently low to undersell all 
competitors, price alone may bring Mrs. 
Customer to a store. But if they are too 
low, the gross profit is likely to be rather 
unattractive. And if she buys nothing but 
the bargain items, as so many Mrs. Cus- 
tomers-of-the-Head do, there is little if 
any profit from her visit. In short, draw- 
ing Mrs. Customer to a store just for price 
is not doing a building job—not tying her 
to the store by her heart-strings. Tomor- 
row she is likely to go to some other store 
that advertises a still lower price for what- 
ever she needs. 


PERSONALITY ADVERTISING 


Advertising which describes merchan- 
dise and quotes prices, without showing 
Mrs. Customer that the advertiser feels 
any special interest in her and her family, 
beyond making an immediate sale, leaves 
everything to her head. And Mrs. Custom- 
er’s head has little capacity for friendli- 
ness or loyalty. 

The importance of appealing to her 
heart is illustrated by the fact that often 
she will drive three or four blocks out of 
her way, or walk right past a store where 
she could conveniently and economically 
buy her meat, produce, and staple gro- 
ceries, just to shop at a store where the 
personnel greet her by name in friendly 
fashion, take a personal interest in serv- 
ing her, and thank her courteously for her 
patronage. 

Difficult as it is to develop a heart-per- 
sonality for a retail store, it is even more 
difficult to inject this personality into its 
advertising. But it can be done by using 
a portion of each newspaper advertise- 
ment, or each local broadcast, to “talk” 
to Mrs. Customer, person-to-person, in 
friendly fashion. 

For example, Jewel Food Stores regu- 
larly employs the “heart appeal” in news- 
paper and broadcast advertising. In as 
conversational a tone as possible—Mrs. 


Customer is invited to visit the Jewel store 
in her neighborhood. 

At Jewel, we show our interest in her 
problem of feeding her family, and let her 
know that we realize how difficult it is to 
do this within her food budget. We ex- 
plain to her how we shop for her and her 
family in the wholesale markets, looking 
for quality and special values which will 
make her food dollars stretch and please 
her family. We tell her of our concern to 
have really fresh fruits and vegetables 
ready for her when she visits our store, by 
having them delivered every night of the 
week while she and her family are asleep. 
We keep reminding her that we trim most 
of the fat and bone off of our steaks, chops; 
and roasts so that she will get more “eat- 
ing meat” for her money. 

We tell her of the friendly people she 
will find at her neighborhood Jewel store, 
and how eager they are to make her shop- 
ping visit a pleasant—as well as profitable 
—experience. We try, with words, to make 
her feel how deeply we appreciate her 
patronage. We tell her, and retell her, 
about our guarantee of satisfaction: that 
her money will be returned promptly—and 
with a smile—if she is dissatisfied with any- 
thing she buys at Jewel. 

All this is done in a comparatively small 
amount of broadcast time or newspaper 
space. Sometimes it is accomplished with 
a short piece of “good-will” copy in the 
headline area. Or it may be done in a 
paragraph or two in a box some place in 
the advertisement . . . or with a picture 
and caption. 

Then, again, the description and price 
of some item of merchandise may be given 
“heart appeal” by incorporating a sen- 
tence or two which reflects concern for her 
grocery budget, her convenience in meal 
preparation, or her responsibility as a 
hostess when she entertains. Such copy 
starts from Mrs. Customer's point of view, 
not Jewel's. It talks to her heart, leaving 
the description and price to communicate 
with her head. 

The modest amount of time and space 
Jewel Food Stores have devoted to talking 
to Mrs. Customer’s heart has been more 
effective in building steadily increasing 
sales and good-will for Jewel than the 
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much larger share of advertising devoted 
to descriptions and prices which talk to 
her head. Both are important, of course, 
and the major share is of necessity devoted 
to merchandise-and-price copy. But to 
neglect or slight her heart would be to 
throw away about half the value of the 
Jewel advertising. 


ADDITIONAL ADVANTAGES 

Another important value of “heart 
copy” is that it also talks to the Jewel 
store people. It promises that they will be 
courteous, helpful, and friendly. This adds 
to their desire to give thoughtful attention 
to Mrs. Customer. It has developed 
organization pride in serving customers 
cheerfully, courteously, and helpfully. 

Another valuable by-product of “heart 
copy” is that it creates a personality and 
spirit which tend to attract good em- 
ployees. 
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The art in writing “heart-appeal” copy 
is to talk to Mrs. Customer . . . greet her 
cheerfully . . . talk about her problems. 
Tell her something fresh or interesting 
about each item of merchandise . . . writ- 
ten from her angle. Lighten the drudgery 
of meal preparation for her with new 
recipes for old products and by offering a 
variety of ready-to-serve foods. Suggest 
that she surprise her family with some- 
thing new and different. If an item is a 
real bargain, tell her the reason for the 
special price, and relate it to her budget. 
Thank her for her patronage. Invite her 
to come often. Promise a warm and 
friendly welcome. 

In short, talk directly to Mrs. Customer 
—not at her—as a human being with very 
personal problems and emotions, and a 
capacity for friendship and loyalty. 


Alpha Kappa Psi Foundation Award 


This is the fifth year that the Alpha 
Kappa Psi Fraternity has offered an award 
for an outstanding article or contribution 
appearing in the JOURNAL OF MARKETING 
during a publication year. 

Winners of the award during the first 
four years were: 


1956 award—Robert Ferber, University of Illi- 
nois, for his article, “Sales Forecasting 
by Sample Surveys,” JOURNAL OF MAR- 


KETING, Vol. 20 (July, 1955), pp. 1-13. 


1957 award—Wendell R. Smith, Alderson As- 
sociates, Inc., Philadelphia, for his arti- 
cle, “Product Differentiation and Market 
Segmentation as Alternative Marketing 
Strategies,” JOURNAL OF MARKETING, Vol. 
21 (July, 1956), pp. 3-8. 


1958 award—James A. Bayton, Howard Uni- 
versity and National Analysts, Inc., for 
his article, “Motivation, Cognition, 
Learning—Basic Factors in Consumer 


Behavior,” JOURNAL OF MARKETING, Vol. 
22 (January, 1958), pp. 282-289. 


1959 award—Pierre Martineau, Chicago Trib- 
une, for his article, “Social Classes and 
Spending Behavior,” JOURNAL OF MAR- 
KETING, Vol. 23 (October, 1958), pp. 121- 
130. 


The members of the Editorial Staff will 
consider all contributions published in 
the four issues commencing July, 1959, 
and running through April, 1960, for the 
1960 Alpha Kappa Psi Foundation award. 
From these articles, they will select one 
which in their judgment has made an 
outstanding contribution to the advance- 
ment of science in marketing, resulting in 
a better understanding of marketing prob- 
lems and the methods for solving them. 

The 1960 winner will be presented his 
award at the June meeting of the Ameri- 
can Marketing Association. An announce- 
ment will also be made in the July, 1960, 
issue of this JOURNAL. 
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A Pioneer in Marketing . . . 


Benjamin Horace Hibbard 


By HENRY E. ERDMAN 
University of California 


ENJAMIN HORACE HIBBARD was born in 

Iowa on January 9g, 1870. Because of 
his father’s ill health, he soon had to 
operate the farm. During several winters 
he taught country school. It was not until 
March, 1895, that he enrolled at lowa 
State College, a mature man of 25. During 
this 25-year span 
the marketing prob- 
lem to which he 
was later to devote 
much time had 
been a burning is- 
sue. The index of 
prices farmers re- 
ceived dropped 
from 109 to 59 
(1913 = 100), the 
Grange and the 
Farmers’ Alliance 
rose and fell, and 
Iowa farmers were 
struggling to estab- 
lish cooperative 
marketing. 

Upon graduation 
in 1898, he accepted 
a position as in- 
structor in mathe- 
matics at his Alma 
Mater. A year later 
he entered the University of Wisconsin for 
graduate work in economics and history. 
He received the Ph.D. degree in 1902. 
That fall he returned to Iowa State Col- 
lege to teach “economic science.”” With the 
exception of an eight-month leaye for 
study in Germany in 1908, he remained at 
Iowa until called to Wisconsin in 1913. 

In December of 1907, Hibbard pre- 
sented a “working outline” for a course on 
“Agricultural Economics” at a round table 
of the American Economic Association. 
This included a section on “co-operative 


BENJAMIN HORACE HIBBARD 


undertakings.” That academic year his 
course in “Agricultural Economics” at 
Iowa State included the topics: co-opera- 
tion, prices, transportation, marketing, 
and the relation of the state to agriculture. 

Hibbard went to Wisconsin in January, 
1913, as Professor of Agricultural Eco- 
nomics, a recog- 
nized specialist in 
marketing and co- 
operation. He was 
soon busy with 
teaching and with 
farmers’ meetings 
concerned with 
marketing. He of- 
fered a new course 
titled “‘Co-opera- 
tion and Market- 
ing,” probably the 
first such in this 
country. 

In the field of 
marketing he wrote 
an article for 
Bailey's Cyclopedia 
of Agriculture on 
“Co-operation in 
the Grain Elevator 
Business’ (1909). 
At Wisconsin, usu- 
ally with younger associates, he put out a 
series of agricultural experiment station 
bulletins on marketing and co-operation. 
These included: “Agricultural Co-opera- 
tion” (1914); “Markets and Prices of Wis- 
consin Cheese” (1915, with Asher Hob- 
son); “The Marketing of Wisconsin But- 
ter” (1916, with Hobson); “Co-operation 
in Wisconsin” (1917, with Hobson); “Mar- 
keting Wisconsin Milk” (1917, with H. E. 
Erdman); and “Wisconsin Livestock Ship- 
ping Associations” (1920, with L. G. Fos- 
ter and D. G. Davis). 
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Many of his numerous journal articles 
dealt with marketing, as did many public 
addresses. He was popular as a public 
speaker because his analytical approach 
was enlivened by his aptness at turning a 
phrase to drive home a point, and by his 
store of “that-reminds-me” stories used for 
the same purpose. His most widely known 
work on marketing is his Marketing Agri- 
cultural Products (1921). 

Many of his writings dealt with a cen- 
tral cluster of questions farmers continued 
to raise: Why are spreads so wide between 
the farmer and the consumer? Who gets 
the money and for what services? What 
can the farmer do to improve matters? 

Although Professor Hibbard was most 
widely known for his work in marketing, 
co-operation, and the history of farmers’ 
movements, he wrote books and articles 
on such other aspects of the farm problem 


as tenancy, taxation, tariffs, and govern- 
ment control of prices. The most compre- 
hensive in this general group are A His- 
tory of the Public Land Policies (1924), 
and Agricultural Economics (1948). 

Professor Hibbard died at Madison, 
Wisconsin, August 11, 1955, in Ais 86th 
year. 


© Regarding A PIONEER IN MARKETING. In order 
to pay tribute to the men who have been leaders in 
the field of marketing, some years ago the American 
Marketing Association established a Committee on 
Biographies to run a series of statements on the 
pioneers in the field. In this series the Association 
honors the distinguished men of the past, and those 
of the present who are approaching retirement, who 
have contributed in an outstanding way to the thought 
and development of marketing. 

Wroe Alderson John E. Jeuck 

Albert W. Frey Fred M. Jones 

E. T. Grether Franklin Lynip 


Perry Bliss, Chairman of Committee on Biographies 
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Industrial Marketing . . . 


By RICHARD C. CHRISTIAN 
Marsteller, Rickard, Gebhardt & Reed, Inc. 
Chicago 


ERHAPS the overriding single motiva- 

tion in the mind of the industrial 
buyer is fear: fear of making a mistake; 
fear of losing face with the boss; fear of 
losing face with his associates; fear of 
committing the company to substantial 
outlay without assurance that the pur- 
chase is justified.” 

This was one of the major conclusions 
in Steel magazine’s recent study, “Emo- 
tional Factors Underlying Industrial Pur- 
chases.” While several other studies have 
arrived at some of the same general con- 
clusions, a great many hardheaded busi- 
nessmen question the importance of fear 
motivation. Certainly considerable addi- 
tional research is needed to draw any 
really definitive conclusions. 

On the other hand, enough studies 
have been conducted by major industrial 
companies and industrial marketing and 
research counseling firms to indicate the 
very real importance of recognizing and 
understanding the intangible and emo- 
tional motivations in the industrial mar- 
ket place. 

Most of these explorations have at- 
tempted to develop some useful answers 
to such typical questions as these: Is the 
industrial buyer a completely rational 
creature in discharging his occupational 
duties? Or is he motivated by essentially 
the same factors as the personal consumer? 
Or is he sometimes rational, sometimes 
irrational, but always basically an emo- 
tionally motivated organism? 


RATIONAL OR EMOTIONAL MOTIVES 
As marketers have learned more and 
more about the business of buying and 
selling, they have come to realize that 
motivations are indeed both tangible and 
intangible, rational and emotional. 


How Important Is The Corporate Image? 


Many industrial concerns now base 
their personal selling and advertising ap- 
proaches not only on the more commonly 
understood rational appeals of “price, 
quality, performance, and _ reliability,” 
but also on the less commonly understood 
emotional appeals of “ambition, sex, 
pride, fear, and security.” 

Our own research has indicated a 
gradual shift from these logical, con- 
sidered, and tangible buying reasons to 
more intangible and less rational motives. 
This shift has been accentuated tremen- 
dously by the great strides in industrial 
product research and development. 

This fact, plus high-speed manufactur- 
ing and automation in production have 
brought many industrial products to rela- 
tively equal quality, product characteris- 
tics, and performance. This industrial 
product similarity, approximating the 
situation in many consumer products, 
seems to be the major stimulant in the 
shift of buying motives. 

While marketing and motivational re- 
search highlight some of these changing 
factors, it also supports the “illusion-of- 
rationality” theory. Emotiona! appeals in 
any personal selling or advertising must 
be developed within a climate and frame- 
work of rationality because the industrial 
purchaser seeks to be provided with a 
sound rationalization that justifies his 
buying preferences. And, above all, the 
salesman and the advertising can help to 
provide reassurance to the buyer whose 
actions are so often influenced by fear. 


IMPORTANCE OF THE CORPORATE IMAGE 

As the amount of insightful and intelli- 
gent probing into industrial marketing 
expands, the more important the whole 
concept of the “corporate image” be- 
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comes. The product image or brand image 
is often the key ingredient to long-term 
success in the consumer market place. 
Product image undoubtedly sells a lot of 
consumer merchandise. Can corporate 
image do the same in the industrial field? 

It is fast becoming a well-established 
principle in industry that in the sale of 
products of similar function, quality, and 
price, marketed by several manufacturers 
with about the same visible effort, the 
customer’s buying decision may be based 
to a great extent on his impressions of the 
manufacturer—the “image,” reputation, or 
personality the corporation has estab- 
lished in his mind. 


Does Every Company Have an Image? 

Every company, regardless of size or the 
nature of its products and business, has an 
image. The image or company character 
may be (1) positive, strong, and helpful; 
or (2) negative and harmful; or simply (3) 
cloudy, confused, and sometimes meaning- 
less. 

And, of course, there are corporate 
images ranging over all three categories 
and varying by specific image traits and 
individual “publics.” The most important 
public is normally the customer-prospect 
group; but often stockholders, employees, 
dealers, suppliers, financial groups, plant- 
town communities, and the government 
form additional vital publics. 

In our highly competitive business 
climate, sales and profits are directly 
affected by the attitudes and opinions of 
the varied groups with which a company 
comes in contact. And if indeed there is 
an actual or apparent shift in buying 
motivations, then the need for a strong 
positive corporate image can be a decided 
asset to the industrial firm. 


Building and Measuring the Corporate Image 

There are several specific steps involved 
in corporate image building and measur- 
ing. 


1. Management decisions must be made 
concerning the kind of image to be 
projected. Obviously the image a com- 
pany will be most successful in project- 
ing is the one that fits it best—the one 
that it can live up to in its day-to-day 
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business life. Top executives must de- 
cide whether image traits such as the 
following honestly characterize the 
firm: research-minded, diversification- 
minded, aggressive, quality products, 
customer-oriented, sound investment, 
growth company in an expanding in- 
dustry. 

. Specific objectives must then be estab- 
lished which will guide all of the 
company’s activities toward building a 
sharply defined, positive personality 
and image. A company’s advertising 
agency and public-relations counsel 
can be very helpful in setting up such 
objectives. 

. A program of action must be initiated 
so that specific company policies and 
projects are geared to a common goal. 
This program originates with manage- 
ment, but most certainly involves all 
phases of the business and all em- 
ployees in the company. 

. An internal educational program needs 
to be prepared which clearly spells out 


the corporate image concept, and how 
all employees can and do contribute to 
the building of the image. Policies, 


plants, products, salesmen, dealers, 
promotion, and publicity are all a re- 
flection of the company and can make 
either a positive or negative contribu- 
tion to it. Every sales call, every ad, 
every piece of correspondence, every 
product, every mistake becomes part of 
the company character in the minds of 
the firm’s various publics. 

. A program for measuring and evaluat- 
ing the present image should be de- 
veloped, as well as a timetable for re- 
evaluating the image at periodic 
intervals. Normally every two years 
would suffice. At least three or four 
excellent image-profile research tech- 
niques are available. 


A well-coordinated image-building pro- 
gram is most effective when it seeks to 
capture a share of mind as well as a share 
of the market. A good corporate reputa- 
tion provides a backdrop for sales aimed 
at building customers and not simply 
single sales. 


Legal Developments 
In Marketing . . . 


KENNETH J. CURRAN, Editor 
Colorado College 


EDITORIAL STAFF 


HENRY D. OSTBERG 
New York University 


The most important recent developments in the 
legal framework within which marketing must 
function are reported under the topical outline 
presented below. More detailed information about 
individual items may be obtained by reference to 
the source cited for each case. References to CCH 
are to the Commerce Clearing House Trade Reg- 
ulation Reporter. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


. REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


. REGULATION OF PRODUCT CHAR- 
ACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 


. REGULATION OF PRICE COMPETI- 
TION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Maxi- 
mum) 


. REGULATION 
DISTRIBUTION 


A. Operating Features of Marketing In- 
stitutions 

B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 


. REGULATION OF UNFAIR COMPE- 
TITION 
A. Advertisin 
B. Nonadvertisting Promotional Methods 
C. Trade-Marks and Trade Names 


. PROCEDURAL AND MISCELLANE- 
OUS DEVELOPMENTS 


OF CHANNELS OF 


I. REGULATION OF MONOPOLISTIC 
METHODS 


A. Market Control 


1. In Re. Reynolds Metals Co., FTC Dkt. 7009 
and In Re. A. G. Spalding & Bros., Inc., FTC Dkt. 
6478, CCH 4 27,857 and 4 27,858 (March, 1959). 
[k.J.c.] 

The Federal Trade Commission has ruled that 
the increase in the share of a market resulting 
from a merger is not of itself enough to find, or to 
deny, a probable lessening of competition in Clay- 
ton Act, Section 7 cases. Before reaching a conclu- 
sion, its hearing examiners must probe other mat- 
ters as well, such as the general competitive situa- 
tion, the number of competitors and the degree of 
concentration within the industry. (See In Re. 
Brillo Manufacturing Co., reported in this section 
of the JOURNAL OF MARKETING, January, 1959.) 

That the Commission’s admonition has been 
taken to heart by its hearing examiners is shown 
in two initial orders, both involving mergers re- 
sulting in the acquisition of about one-quarter of 
the market concerned. In one of these orders a 
half-million-dollar acquisition was condemned and 
in the other a six-million-dollar acquisition was 
approved because of the examiners’ different ap- 
praisals of the competitive situations prevailing. 

The acquisition by Reynolds Metals Co. of one 
of its customers, Arrow Brands, Inc., which made 
about one-quarter of the sales of decorative floral 
foil, was disapproved by the hearing examiner be- 
cause it injected a giant with some 600 million 
dollars in assets and a 40-million dollar budget for 
expansion into an industry of small firms. The ex- 
aminer did not feel that the seven or eight pygmy 
competitors could stand up against Reynolds’ ad- 
vertising strength and ability to absorb losses. 

In another initial order a different hearing ex- 
aminer approved of the acquisition by A. G. 
Spalding of the Rawlings Manufacturing Co.—the 
second and fourth largest firms in the athletic 
equipment industry respectively. Taking baseballs 
as an example, the examiner found that the 
merger raised Spalding’s share of the business 
from about 15 to 25 per cent. However, such a 
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substantial increase in the market share did not 
threaten competition, for Spalding was left with 
some twelve strong competitors, one of which did 
19 per cent of the business done. Moreover, the 
baseball manufacturing industry is easy to enter, 
and at least one new manufacturer set up shop in 
1955- 

The conclusion in regard to these orders, which 
incidentally may well be altered in their subse- 
quent history by the Commission or by the courts, 
is that although the broad concern with the entire 
competitive situation demanded by the Commis- 
sion has much to recommend it, it is possible to 
place too little weight on market shares, which 
after all is one of the most important of the cri- 
teria of the probable effect of a merger. 

In the Spalding ruling, for example, the exam- 
iner seemed much more concerned with the im- 
pact of the merger on competitors than with its 
impact on competition, which may not be the 
same thing. A merger may leave competitors well 
able to compete, but the increase in size of one of 
the important members of the industry may make 
such competition less likely. It is hard to believe 
that a market share can be raised from 15 to 25 
per cent without creating a probability that com- 
petition will be jeopardized, and such a proba- 
bility is all that the Clayton Act requires. 

Economic theory teaches that, other things 
equal, the fewer the firms and the larger their rel- 
ative size the greater is the chance that competi- 
tion will be replaced by co-operation of one sort 
or another. In the absence of some strong reason 
to believe that the merger will strengthen Spald- 
ing’s will or ability to compete, it can only be con- 
cluded that the industry probably is moving in 
the wrong direction if our goal is the preservation 
of competition. 


2. Sandee Manufacturing Co. v. Rohm & Haas 
Company, CCH 469,318 (D.C. N. Ill, March, 
1959): [K.J-¢.] 

At least since the famous Alcoa decision in 1945 
(148 F. 2d 416) it has been quite clear that the 
Sherman Act will not permit a firm enjoying a 
dominant position in the sale of a basic material 
to stifle competition in the production and sale of 
products made from it by the device of the price 
squeeze—that is, by charging competitors relatively 
high prices for the basic material and selling the 
fabricated product at relatively low prices. 

In the treble damages suit reported here, the 
Court has ordered Rohm & Haas to make avail- 
able to Sandee cost information and internal 
bookkeeping data in connection with Sandee’s 
charge that Rohm & Haas has employed just such 
a squeeze in the sale of acrylic sheet by charging 
itself less for the basic raw material than it 
charges its competitors. Under the circumstances, 
the Court held that there was nothing secret or 
confidential about such information. 

Concerning the price squeeze, the Court stated 
that although the legality of the practice posed in- 
teresting questions if employed by a firm possess- 
ing an important, but not dominant, segment of 
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the market for the basic ingredient, there was no 
doubt of its illegality when wielded by a firm 
manufacturing some 70 per cent of the basic in- 
gredient and participating in price agreements 
with the remaining three producers, as was alleged 
in this instance. 

Assuming that the principle has been estab- 
lished that dominant suppliers must charge them- 
selves no less than they charge competitors, the 
question arises what good it will do the competi- 
tors, since after all the distribution of profits 
among manufacturing divisions, or between parent 
and subsidiary, may not be an important matter. 
Perhaps part of the answer lies in the fact that a 
high bookkeeping price to a manufacturing divi- 
sion may open the firm to the charge that it is 
suppressing competition by selling the fabricated 
product below cost. However, it is hard to see 
what this matter of the price charged by a domi- 
nant supplier to one of its divisions has to do 
with the charge of a price squeeze or why such a 
charge could not be substantiated by independent 
competitors, provided only that the spread be- 
tween the cost of the materials and the price of 
the fabricated product maintained by the domi- 
nant firm is so narrow that profitable operation by 
the independents becomes impossible. 


B. Collusive Practices 


Jewel Tea Co. v. Local Union No. 189 
Amalgamated Meat Cutters and Butcher Work- 
men of North America, AFL-CIO, et al., CCH 
q 69,329 (D.C. N. Ill, March, 1959). 


Afran Transport Company, et al. v. National 
Maritime Union, et al., CCH 4 69,323 (D.C. S. 
N.Y., February, 1959). [K.J-C.] 


These cases indicate once more that the anti- 
trust exemption of labor unions is a limited ex- 
emption. In Jewel Tea Co., Judge La Buy 
reiterated the well-worn rule that labor unions 
may not conspire with non-labor groups to re- 
Strain trade, quoting the Supreme Court in Allen 
Bradley Co. v. Local Union No. 3 (325 U.S. 808 
[1944]) that: “Congress did not intend by the 
Clayton or the Norris-LaGuardia Act that labor 
unions could, consistently with the Sherman Act, 
aid non-labor groups to create business monopo- 
lies and to control the marketing of goods and 
services.” : 

In Afran Transport Company, Judge Bryan 
ruled that: “If, as the plaintiffs claim, the de- 
fendants are not acting pursuant to a legitimate 
labor objective, they may not be entitled to the 
protection which the Norris-LaGuardia Act would 
otherwise give them.” The plaintiff shipping lines 
had charged that the maritime unions had been 
motivated in their harassing activities by politi- 
cal, international, and governmental considera- 
tions. 

Regardless of the merits of its application in 
this particular case, the principle that Judge 
Bryan enunciated is an important one and one 
that could act as a barrier to the extension of 
labor’s weapons of the strike and the boycott to 
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the political arena. In view of Mr. Hoffa's irre- 
sponsible suggestion that a general strike might 
be labor’s answer to Congress if labor legislation 
not to the unions’ taste is forthcoming, it is 
reassuring to know that such a legal barrier exists. 


C. Market Exclusion Tactics 


Baldwin-Lima-Hamilton Corporation, et al., 
v. Tatnall Measuring Systems Company, et al., 
CCH 4 69,358 (D.C. E. Pa., December, 1958); CCH 
{ 69.359 (CA-g, May, 1959). [K-J.C-] 


Among the important and long-established limi- 
tations on a patent owner's rights are the loss of 
control over the patented object with its sale and 
the limitation of the patent monopoly to the 
patented device. Both of these limitations are re- 
affirmed by the courts in the infringement suit 
reported here which was dismissed in spite of the 
fact that the patent was valid and infringed be- 
cause the patent had been misused. 

The courts are still in the process of sketching 
the limitations on a patent owner’s right to li- 
cense the manufacture and sale of a patented ob- 
ject with strings attached, such as restrictions on 
the prices to be charged, the volume of sales, the 
area of sales, and so on. It is clear that the patent 
owner has quite a free hand to impose restrictions 
when he is licensing a single firm. (U.S. v. General 
Electric, 272 U.S. 476 [1926].) It is equally clear 
that he loses those rights if he licenses an indus- 
try. (U.S. v. United States Gypsum Co., 333 U.S. 
364 [1948].) How far he may go in between these 
extremes, licensing multiple firms with restric- 
tions, is still uncertain. (See Newburgh Moire Co. 
v. Superior Moire Co. reported in this section 
April, 1957.) 

In contrast to the somewhat vague state of 
the patent owner's privileges when he issues li- 
censes to manufacture and sell, his rights to retain 
control over a patented device once it has been 
sold by him is quite definite—he has no such 
right. The Baldwin-Lima-Hamilton Corporation, 
an exclusive licensee which sold patented gauges 
with limitations as to the type of equipment with 
which they could be used, has now found that 
out. Quoting the Supreme Court in another case, 
the District Court said of the owner of the patent: 
“His monopoly remains so long as he retains the 
ownership of the patented article and the patentee 
may not thereafter, by virtue of his patent, con- 
trol the use or disposition of the article.” (U.S. v. 
Univis Lens Co., 316 U.S. 242 [1942].) 

Baldwin's efforts to extend the monopoly held 
on the patented gauges to other things likewise 
were condemned by the Court. Realizing that only 
a small profit could be secured from the sale of 
the gauges alone, Baldwin had established a 
policy of requiring buyers to purchase as well the 
apparatus in conjunction with which the gauges 
were to be used. This device is the familiar tying 
arrangement, and regardless of its legality or ille- 
gality under the antitrust laws, it was, according 
to the District Court, a misuse of the patent 
monopoly. 


Il. REGULATION OF PRODUCT 
CHARACTERISTICS 
A. Product Standards 


Federal Trade Commission v. Mandel Bros., 
Inc., 79 S. Ct. 818 (May, 1959). [H.D.0.] 


The Fur Products Labeling Act requires an 
“invoice” to be issued in connection with any 
“commercial dealing” in furs. This invoice must 
show the name of the animal that produced the 
fur, the country of origin of the fur, if it is for- 
eign, and certain other information. Various de- 
partment stores and fur stores have argued, 
rather persuasively, that this provision of the Act 
was limited to wholesale transactions. Not so, 
said the United States Supreme Court. The term 
“invoice” also includes retail sales slips. The 
Court based its decision more on the intent of 
Congress, as the Supreme Court saw it, and less on 
the specific language found in the Act. 

This decision reversed the Court of Appeals 
(7th Circuit) which had ruled that a retail sales 
slip was not an invoice within the meaning of this 
Act because the buyer’ was not engaged in dealing 
in furs commercially, (See this section of JOURNAL 
OF MARKETING, October, 1958.) 


Ill. REGULATION OF PRICE 
COMPETITION 


A. Price Discrimination 


1. Federal Trade Commission v. Simplicity 
Pattern Co., 79 S. Ct. 1005 (June, 1959). [H.0.0.] 


In this decision, the Supreme Court held that 
no injury to competition need be proven (nor 
even inferred) to sustain an action under Section 
2(e) of the Robinson-Patman Act. Section 2(e) 
makes it unlawful for a seller to discriminate by 
furnishing “any services or facilities . . . upon 
terms not accorded to all purchasers on propor- 
tionally equal terms.” The Supreme Court held 
that this section, unlike 2(a), did not require a 
showing of injury to competition. Moreover, the 
failure to furnish services on proportionally equal 
terms may not be justified by differences in costs 
of dealing with different customers. The only 
defense available is that the discrimination was 
made in order “to meet competition.” 

The Supreme Court, therefore, upheld a Fed- 
eral Trade Commission finding that a dress pat- 
tern manufacturer violated the Robinson-Patman 
Act when he supplied catalogues and display 
cabinets free to some customers, while charging 
other customers for the same facilities. In so 
doing, it reversed the lower court which had 
accepted the cost justification for discrimination 
in services, although, like the Supreme Court, it 
had ruled that no injury to competition need be 
shown to establish violation of Section 2(e). (See 
JOURNAL OF MARKETING, January, 1959.) 


2. Standard Motor Products, Inc. v. Federal 
Trade Commission, CCH 4 69,338 (CA-2, April, 
1959). [H.D.0.] 


The Robinson-Patman Act permits quantity dis- 
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counts, as long as such discounts are based on 
actual, provable cost differences. Marketing execu- 
tives and teachers have long made a distinction 
between two kinds of quantity discounts: those 
related to the size of individual orders and those 
related to the volume of merchandise bought over 
a period of time. 

The Court of Appeals of the Second Circuit 
seems now to have accepted this distinction. In 
striking down a volume discount granted by an 
automobile parts manufacturer, the Court indi- 
cated that no savings tend to result from the fact 
that a particular customer may purchase a sub- 
stantial quantity over a period of time. Economies 
occur primarily when individual orders are large 
rather than small. 

What this means, in brief, is that the courts 
will look with more favor on quantity discounts 
based on individual order size than on quantity 
discounts based on annual volume. 


B. Resale Price Maintenance 


1. Repeal of the Nebraska Fair Trade Act, 
L. B. 154, CCH 13,020 (March, 1959). [K.J.C.] 


The Nebraska Fair Trade Act, the non-signer 
provision of which was found unconstitutional by 
the State Supreme Court in 1955 (see McGraw 
Electric Co. v. Lewis & Smith reported in this 
section July, 1955), has now been repealed by the 
legislature. 


2. Ramo v. Excel Pharmacy, Inc., CCH 4 6g,- 
354 (N.Y. Sup. Ct., May, 1959). [K.J.c.] 


The status of trading stamps with respect to 
fair trade laws has varied state to state. In many 
states they have been considered as innocent cash 
discounts. In others they have been found to con- 
stitute price cuts which may send the prices be- 
low the resale levels set by the manufacturers. (See 
Colgate-Palmolive Co. v. Elm Farm Foods reported 
in this section of the JOURNAL OF MARKETING, Oc- 
tober, 1958). Nevertheless, nowhere have fair-trad- 
ing manufacturers succeeded in eliminating the 
trading stamp custom with respect to sales of their 
merchandise. 

Interpreting the inactivity of manufacturers in 
this respect as possibly indicating that they do 
not consider such a form of price cutting as 
detrimental to their good-will, which after all is 
what fair trade laws are supposed to protect, the 
Court in the case reported here refused a tempo- 
rary injunction against a stamp-giving pharma- 
cist. Before singling out a lone retailer from 
among the myriads following this well-established 
custom, it was necessary to find a pattern of en- 
forcement. 


g- Veto of Indiana Fair Trade Bill. [x.J.c.] 


In May, 1957, the Indiana Supreme Court upset 
the state fair trade law by holding its non-signer 
provision to be an unlawful delegation of legis- 
lative price fixing authority to private persons. 
(Bissell Carpet Sweeper Co. v. Shane Co., Inc. 
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reported in this section October, 1957.) This de- 
cision was part of a wave of court actions that 
has crippled resale price maintenance in recent 
years, and the natural reaction of fair traders has 
been to seek legislative remedies in Washington 
and in state legislatures. The efforts of Indiana 
fair traders to do so has been frustrated by the 
Governor who has refused to approve a bill 
(H.B. 5) that was to have gotten around the non- 
signer difficulty. Employing the approach of Vir- 
ginia’s 1958 fair-trade law, the vetoed bill pro- 
vided that the acceptance of a commodity for 
resale, in conjunction with a notice of an estab- 
lished price, was to be deemed an assent to the 
terms of the arrangement. 


C. Price Control (Minimum and Maximum) 


1. Concrete, Inc. v. Arkhola Sand and Gravel 
Co., CCH 4 69,336 (Ark. Sup. Ct., March, 1959). 
[K.J.c.] 

The Arkansas Supreme Court has upheld the 
State “Unfair Practices Act” after a lower court 
had, in effect, found it unconstitutional. 

The Arkansas law in question’ had made it 
illegal among other things to discriminate in price 
geographically with the intent to destroy com- 
petition. The Supreme Court rejected the con- 
tention that this provision amounted to price 
fixing, holding instead that its purpose was to 
encourage honest and fair competition. Its enact- 
ment was a proper discharge of the police power 
of the state, for it applied to commodities of 
general use in consumption only, and a_ busi- 
nessman who devotes his property to a use in 
which the public has an interest must submit to 
control by the public for the common good. 


2. Amendment to the Maine Unfair Sales 
Act (May, 1959). [K.J.C.] 


The purpose of state unfair-practices acts, or 
unfair-sales laws, is to discourage price cutting 
largely in the interests of the small, independent 
retailer. To bring these laws within the shadow 
of the police power of the state, some connection 
must be established between them and the pub- 
lic’s welfare. The connection has usually been 
established by limiting the laws to sales below 
defined cost made with the intention of injuring 
competitors. But intentions are obviously hard to 
prove. The conventional way around this diffi- 
culty has been for the laws to provide that sales 
below defined cost are prima facie evidence of an 
intent to injure competitors. 

The efforts of the state legislatures, in response 
to the goads of the small businessman's lobby, to 
shift to the price cutter the burden of proving his 
innocence has been more than some courts could 
bear. One of the rebelling courts was the Maine 
Supreme Court which in 1956 held unconstitu- 
tional such a prima facie provision in the state 
law. (See Wiley v. Sampson-Ripley Co. reported in 
this section July, 1956.) However, the legislature 
has again come to the rescue of the “independent” 
by amending the unfair sales act to provide that 
sales below cost must be consistent and repeated, 
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thereby forming a pattern of behavior, before they 
shall constitute prima facie evidence of intent to 
injure competition. 

In connection with this amendment to the 
Maine law, it might be said that the price cutter 
still must prove his innocent intentions, and if 
this requirement seemed unreasonable before, it 
may well seem unreasonable now. After all, most 
innocent motives for price cutting would dictate 
repeated sales below cost rather than an isolated 
transaction or two. 


Vv. REGULATION OF UNFAIR 
COMPETITION 


C. Trade-Marks and Trade Names 


Elliot Knitwear, Inc., et al. v. Federal Trade 
Commission, CCH 4 69,349 (CA-2, May, 1959). 
[H.D.O.] 


The Court of Appeals, Second Circuit, created 
what may become a serious loophole in the Fed- 
eral Trade Commission Act. The Federal Trade 
Commission had issued a cease and desist order 
against a manufacturer who used the trade name 
“Cashmora” on a wool sweater which contained 
only a very small amount of cashmere. The Fed- 
eral Trade Commission held that the name “Cash- 
mora” was misleading, even though the label in 
the sweater disclosed the actual fibre content. The 
Court of Appeals reversed the Federal Trade 
Commission, holding that the trade name and 
the label should be considered in their entirety. 
In that light, said the Court, there might be no 
deception. 

Many consumers, unfortunately, do not read 
labels. All too frequently, they base their deci- 
sions and build their images on the trade name 
given to products. A manufacturer choosing the 
trade name “Cashmora” for a wool sweater is, 
obviously, seeking to create an impression not 
justified by the facts. It seems unfortunate that 
such a practice should be encouraged by the fed- 
eral courts. 


VI. PROCEDURAL AND 
MISCELLANEOUS DEVELOPMENTS 


1. Melrose Distillers, Inc. et al., v. United 
States, 79 S. Ct. 763 (April, 1959). [K.J.c.] 


In the April, 1959, JOURNAL OF MARKETING it was 
reported in this section that the Court of Appeals 
had held that the dissolution of one Delaware 
and two Maryland corporations after their indict- 
ment for violation of the Sherman Act did not 
block their criminal trial. The laws of the states 
in question provided for the continuation of suits 
and proceedings after dissolution, and the Court 
rejected the contention that this provision re- 
ferred to civil actions only. 

The Supreme Court has now upheld the posi- 
tion taken by the Court of Appeals as sound law 
and sound policy. A contrary decision would per- 
mit the culprits to escape by a subterfuge, since 


there was no basic change in their status—the 
three corporations which had been subsidiaries 
of Schenley Industries after dissolution became 
divisions of a corporation under the same ulti- 
mate ownership. 


2. Klor’s, Inc. v. Broadway-Hale Stores, Inc., 
et al., 79 S. Ct. 705 (April, 1959). [K-J.c.] 


One of the conditions for a successful treble 
damages suit charging injury as a result of a 
Sherman Act violation has been the ability to con- 
vince the court that the public’s interests were 
involved. Otherwise the courts would consider the 
case to be a purely private dispute beyond the 
jurisdiction of the antitrust laws which were en- 
acted to promote public ends and not to redress 
private wrongs. The philosophy behind the treble 
damages provision has been that by this device 
some of the burden of enforcing the Sherman 
Act would be taken off the shoulders of the De- 
partment of Justice and placed upon the shoulders 
of private firms, but the goal remained the pub- 
lic’s welfare. 

The Supreme Court has now ruled that when 
the violation is of a type that is illegal by its 
very nature, no injury to the public need be 
shown. Apparently the Court had in mind typical 
per se violations, such as price fixing and boycot- 
ting, and in the case of such practices “it was not 
for the courts to decide whether in an individual 
case injury had actually occurred.” Presumably, 
injury to the public might then be assumed. 

The case reported here involved an alleged boy- 
cott that cut off a retailer of home appliances 
(Klor’s) from his source of supplies. The lower 
courts had dismissed the suit for want of a show- 
ing of public concern, since many other competing 
retailers were available to buyers. The Supreme 
Court now reverses the lower courts because a 
boycott is illegal by nature and hence an injury 
to the public need not be shown. By implication, 
such a showing would be relevant only were the 
alleged practice of a sort where the rule of rea- 
son customarily applies and where the legality 
of the practice is judged in the light of surroun¢- 
ing circumstances. 

The result of this decision may be to make it 
much easier for small businessmen to carry treble 
damages suits to a successful conclusion. The case 
may have implications that go beyond the main 
line of the decision, for it almost seems to estab- 
lish the principle that an injury threatening the 
survival of a small competitor is an injury to the 
public, for concerning the boycott the Court 
said: “it is not to be tolerated merely because the 
victim is just one merchant whose business is so 
small that his destruction makes little difference 
to the economy. Monopoly can as surely thrive 
by the elimination of such small businessmen, one 
at a time, as it can by driving them out in large 
groups.” 

It is hard to see why this same principle would 
not apply to any unfair practice, whether illegal 
per se or not, that jeopardizes the future of a 
small firm. 
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Two Significant Books 


EXPLORATIONS IN RETAILING 
Stanley C. Hollander, Michigan State University 


This book of readings selected from 
both domestic and foreign business and 
economic journals is designed for teach- 
ers, advanced students of retailing, mar- 
keting, and economics, and perhaps 
most of all for professionally minded 
marketing practitioners. It contains 67 
articles and extracts from such diverse 
publications as Journal of Marketing, 
American Economic Review, Progres- 
sive Grocer, Journal of Farm Econom- 
ics, Journal of Retailing, Economica, 
Business Week, Oxford Economic Pa- 


pers, Quarterly Journal of Economics 
and Stores. 

Topics include: concepts of produc- 
tivity and efficiency in retail distribu- 
tion, retail competition and price be- 
havior, interrelationships of retailing to 
the total economy, and special aspects 
of labor-management relationships in 
retailing. Opportunities for the im- 
provement of retail operations through 
use of modern research techniques are 
emphasized. 


Cloth 450 pages $6.50 


ELECTRONICS IN BUSINESS 
Gardner M. Jones, Michigan State University 


Here is a non-technical treatment of 
some of the implications of the intro- 
duction of electronic computer systems 
into business firms. One of its chief ob- 
jectives is to inform executives about 
the various business uses of such sys- 
tems and the organizational and func- 


tional realignments which their installa- 
tion may make desirable. 


Cloth 106 pages $3.50 


While parts of the book are account- 
ing-oriented, most of the questions raised 
and conclusions drawn are of organiza- 
tion-wide applicability. Both general 
and functional executives will find it 
valuable in helping them assess the use 
of computer systems in the recording, 
controlling, and planning operations for 
which they are responsible. 


Some Othe: Bureau Publications 


Michigan Statistical Abstract 1958 ($3.00) 
The Rise and Fall of a Buying Club, by Stanley C. Hollander ($0.50) 


Paradoxes in Research Administration, by Warren C. Lothrop ($0.50) 


Interdisciplinary Contributions to Marketing Management, by William 
Lazer and Eugene J. Kelley ($0.50) 


The Role of Marketing Research in Today’s Business Management by 
Andrew Heiskell ($0.50) 


The Saginaw River Port Survey, I & II, by John O’Donnell ($2.50 each) 
Retail Price Policies, by Stanley C. Hollander ($0.50) 

1957 Michigan Tourist Survey ($2.00) 

Operational Creativity, by William Wilson ($0.50) 


Bureau of Business and Economic Research 
College of Business and Public Service 


Michigan State University 
East Lansing, Michigan 
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Initials of staff members, following subject headings, identify the reviewers of the individual items. 


List OF GENERAL HEADINGS 
Advertising and Sales Promotion 
Agricultural Marketing 
Area Analysis 
Buying and Purchasing 
Costs and Efficiency 
Consumer Analysis 


. Distribution and Channels of Distribution 
. Financing 

. Forecasting 

. Foreign Marketing 

. Governmental Relationships to Marketing 


. History and Trends 

. Industrial Marketing 

. Marketing Management 

. Marketing Education 

. Merchandising 

. Pricing and Price Policies 

. Research and Research Techniques 
. Retailing 

. Sales Management and Selling 


Storage and Transportation 


2. Theories in Marketing 


23- 


Wholesaling 


1. ADVERTISING AND 
SALES PROMOTION 


Drug Industry Advertising Investments. Drug 
Trade News, June 15, 1959, pp- 1, 10, 11, 12, 
14, 16, 18, 22, 2g. [D.R.] 


Brand-by-brand tabulations present 1958 adver- 
tising expenditures of several hundred products in 
the drug, toiletry, and sundry categories. Included 
are all products advertised in three or more mar- 
kets and backed by more than $20,000, as reported 
by advertising measurement services. 


Community § tion—New Dimension In 
Public Relations. David S. Goodman, Pub- 
lic Relations Journal, February, 1959, pp. 
18-21. [W.L.] 


Rather than merely furthering private, tempo- 
rary or specialized objectives, public relations has 
a mission to integrate and synchronize. It should 
conceive of a new force—community synchroniza- 
tion. 

Community synchronization is defined as “the 
organized use of professional communications and 
public relations techniques by community leaders 
to improve or relieve economic and social prob- 
lems. Such well-known techniques as industrial 
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development corporations, panel discussions, ad- 
visory committees, and so on are suggested as 
methods of synchronizing communities. 

Rack Dynamics. Modern Packaging, 
May, 1959, pp- 85-89. [J-E.M.] 

A panel of rack jobbers was questioned as to 
what determines a good package for nonfood 
items in the supermarket and what rules could 
be suggested for such point-of-purchase packaging. 
Nine significant criteria were advanced for the 
selling of nonfood items by impulse on the super- 
market rack: (1) good visibility; (2) immediate, 
clear indication of what the product is and what 
it will do; (3) prominent price marketing; (4) dura- 
bility to withstand heavy handling; (5) attractive 
decoration and proportions with good “feel”; (6) 
concise, promotional copy and (where needed) 
easily understood use directions and illustrations; 
(7) no sharp edges to harm customers or clerks; 
(8) large enough to discourage pilferage, yet not 
space-hogging; and (g) adaptable to hang up dis- 
play whenever possible. 

Besides the nine package prerequisites, the rack 
jobbers felt that the product itself should (1) have 
impulse appeal, (2) possess good utility value, (3) 
be reasonably priced, and (4) be properly pack- 
aged. 


How Effective Is Advertising? Wroe Alderson, 
Challenge, March, 1959, pp. 66-67. [W.L.] 

General agreement exists as to the power of 
advertising. A problem confronting business is the 
measurement of that power. Measurements have 
taken the form of circulation figures; social and 
economic characteristics of readers, viewers, and 
listeners; index rating; and realized sales. To eval- 
uate advertising effectiveness, however, expendi- 
tures must be related to sales and profits. 

If management has more confidence in the 
measurement of advertising effectiveness, they will 
be prepared to approve larger advertising budgets. 
The investigations of advertising effectiveness by 
market analysts and operations researchers 
through the use of refined research techniques 
and models should help build management's con- 
fidence. 


Advertising Recall in Relation to Type of Recall. 
Robert Ferber and Hugh G. Wales, The 
Public Opinion Quarterly, Winter, 1958- 
1959- 


A fair amount of positive correlation exists be- 
tween respondent replies to unaided and aided 
recall questions on readership studies among doc- 
tors exposed to pharmaceutical advertising in 
medical journal and direct mail brochures. Con- 
centration of readership is higher on unaided 
recall questions on readership studies among doc- 
mail and the journal ads. Recall is more concen- 
trated on mail ads than on journal ads. 
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The Graphic Designer at Work. Lester Beall, 
Ralph Eckerstrom, Paul Smith and Free- 
man Craw, Print, November-December, 1958, 
25-44. [J-E-M.] 

This issue of Print is devoted to America’s 
Graphic Designer. A series of articles is presented 
discussing the independent designer, the corpora- 
tion designer, the advertising agency art director, 
and the type designer. 


Six Problem Areas in the Comparison of Media. 
Alfred Politz, Mediascope, January, 1959, 
pp- 46-48. [J.£.m.] 

The various problem areas in the comparison 
of media are discussed. Even though ideal data 
for this purpose do not exist, the advertiser is not 
unburdened from the task of making comparative 
media decisions. Since media must be compared, 
dimensions of comparability should be sought. 
Audience measurement is a possibility. There is 
general agreement among media on the use of 
measurement statistics on the size of the audience, 
the composition of the audience, and the fre- 
quency of exposure. This agreement has not 
reached on the problems of measuring units of 
space and time, the uses of recognition and recall, 
the accuracy of questionnaires and surveys, and 
research validation. 


Media Influence Reconsidered. George Fisk, Pub- 
lic Opinion Quarterly, Spring, 1959, pp. 
83-91. [c.F.] 

This paper presents a test of the hypothesis that 
media influence is a function of the receptiveness 
of the person who receives the message to com- 
munication in general. This “propensity to com- 
municate” (that is, to receive and to transmit 
information) is shown to be a scalable predisposi- 
tioning attitude directly and positively correlated 
with the number and types of media to which the 
message recipient is exposed, the impact these 
media have, and the probability of inducing buy- 
ing behavior with respect to new food products. 


How Important is the Surface Design. Print, 
January-February, 1959, pp. 24-63. [J-E.M.] 

This issue of Print devotes a two-part article to 
the surface quality of the materials used in 
graphic design. 

The first part calls upon six designers to com- 
ment on the importance of the printing surface 
in the overall design solution. 

The second part explores six of the new design 
surfaces (aluminum foil, plastics, packaging pa- 
pers, metals, glass, and unusual papers) and points 
out some of the design possibilities of each. In- 
teresting solutions to various promotional prob- 
lems are illustrated. 


New Impact in Point-of-Purchase: How Testing 
Insures Selling Power. Printers’ Ink, March 

20, 1959, pp. 21-30. [J.E.M.] 
Point-of-purchase display material has been a 
source of waste for many companies. As a result, 
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a concerted effort is being made today to develop 
carefully planned, pre-tested, and pre-evaluated 
point-of-purchase programs. 

The article discusses the development of dis- 
play material based upon the needs of retailers. 
For successful use by the retailer, each type of 
display material should be carefully pre-tested. If 
such viewpoints are considered, retail store op- 
erators will accept point-of-purchase material 
with greater alacrity. 


Pan American Expresses a New Personality for a 
New Kind of Travel. Betsy Darrach, In- 
dustrial Design, March, 1959, pp. 930-41. 
[J-E.M.] 


An integrated design program has become the 
basic device used to give breath to the corporate 
image concept. Pan American has completed such 
a program to identify the company with the jet 
age. The design office of Edward Barnes was re- 
tained to design the new logotype and to carry 
out the new motif in all ticket offices, transporta- 
tion equipment, the jets, and passenger material. 
This case history is an expression of the concept 
of unified design at its best. 


Selling on Wheels. Dun’s Review, April, 1958, 
pp. 141-143. [S.c.H.] 
Mobile showrooms have proven helpful to such 
concerns as Scott Paper, Firestone and Flich- 
Reedy Corp. The trailer-mounted demonstrations 


also are used for dealer and maintenance-engineer 
training. 


Don’t Advertise to Yourself! S. K. Bennett, The 
New Zealand Hardware Journal, Novem- 
ber, 1958, pp. 13-15. [L.P.p.] 

This article, written for the New Zealand hard- 
ware retailer, contains some very practical sug- 
gestions which might be considered by American 
retailers. The author points out with numerous 
examples how, in all too many instances, retailers 
advertise to themselves rather than to their cus- 
tomers. He suggests that the retailer, before pre- 
paring any advertising copy, ask himself the pur- 
pose of the advertisement and then following 
preparation ascertain whether the purpose has 
been achieved. 


Coupons To Clip Private-Labelers’ Wings? Chem- 
ical Week, February 21, 1959, pp. 50, 52. 
[J-K-M.] 

As private-label producers take over more of 
the grocers’ limited shelf space, makers of brand- 
name specialties are being forced to develop 
stronger consumer-wooing devices. At present, 
makers of nationally advertised specialty products 
are trying out a new coupon gimmick. 

It’s a periodical called Coupon Magazine, which 
the housewife buys in the store for twenty cents. 
She then buys a product advertised in the maga- 
zine. At home, she clips the coupon relating to 
that product, along with a portion of the product 
label. Then she sends the coupon and label to 


Coupon Magazine. Each coupon has a different 
redemption label. If the housewife returns all the 
coupons in the magazine, she receives a five dollar 
check. In this way, the grocery checker has no 
money to refund, no stamps to count out, no 
coupons to collect—and the customer has satisfied 
her thrift impulse. 

In March, Coupon Magazine’s first issue was 
available in some 10,000 Mid-Atlantic groceries, 
including some important food chains. The second 
issue, in April, will have a Pacific Coast, as well 
as a Mid-Atlantic edition. 

Coupon Magazine predicts that advertisers can 
expect to sell 25 per cent more of their products, 
as a result of the new sales device. Specialty mak- 
ers are more conservative in their forecasts, how- 
ever, pending the results of the first two issues. 


Evaluating Public Relations Activities. John 
M. K. Abbott, Public Relations Journal, 
March, 1959, pp. 16-19. [W.L.] 


Evaluating public relations activities is not pre- 
cise but is rather “a matter of weighing whatever 
evidence is available and making an over-all 
judgement on the basis of it”. ‘inrce illustrative 
case examples and the factors considered in each 
are presented. A company’s public relations de- 
partment should be evaluated on the same basis 
as an outside counseling firm. 


2. AGRICULTURAL 
MARKETING 


How Much of Farm Market is Worth Cultivating? 
T. Norman Tveter, Mediascope, April, 1959, 
Pp- 90-92. [J-E.M.] 

A thorough description of the farm market is 
correlated with the basic farm media. Current 
statistics can be classified to give information on 
the basic, most profitable farm market segments. 
Various statistical categories and indices are ex- 
plored to permit a better evaluation of how to 
reach the farm market. 

Such selection of media can be determined only 
after a complete distribution analysis, sales analy- 
sis, sales potential analysis by marketing areas, 
and a market definition for each product or 
service. This article should prove helpful to the 
marketer concerned with the marketing of fin- 
ished products to agricultural producers. 


Commercial Uses and Consumer Preferences for 
Hawaiian Guava Products: A Guide to 
Market Development. Frank S. Scott, Jr., 
Hawaiian Agricultural Experiment Station, 
University of Hawaii, Agricultural Econom- 
ics Bulletin 13, August, 1958, 15 pp. [J.s.w.] 


As Hawaii enters into its new role as the fiftieth 
of the United States, increased interest in its 
products is surely forthcoming. Residents of the 
Islands will want to sell more of their products 
to Mainlanders, and the latter should be willing 
to “give them a try.” 
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This booklet presents some of the marketing 
problems facing an exotic and relatively unknown 
(to Mainlanders) product, guava nectar. Widely 
used in Hawaii as a breakfast drink, it is hoped 
that appreciable sales volume can be achieved on 
the Mainland when guava juice is prepared for 
marketing in the frozen concentrate form. 

Tests in San Jose, California and Decatur, Illi- 
nois, were only partially favorable. At present the 
principal use of guava outside of Hawaii is as a 
nectar and as a blend with other fruit juices. If 
acceptance is to be won it will be based on the 
high nutritional value of the product and a 
preference for the drink by children. Modification 
of the product to meet continental tastes also 
seems to be necessary. 


Characteristics of Consumer Demand for Mac- 
adamia Nuts. Frank S. Scott, Jr., Hawaii 
Agricultural Experiment Station, University 
of Hawaii, Agricultural Economics Bulletin 
16, October, 1958, 38 pp. [J.s.w.] 


A thorough study by means of a personal inter- 
view survey among Honolulu residents was made 
to determine the characteristics of the principal 
market for macadamia nuts. Current output of 
these nuts is meeting current demand. The pur- 
pose of the study is to ascertain whether further 
plantings are to be encouraged or discouraged. 
This decision ultimately depends upon whether 
the market can be extended in appreciable fash- 
ion to the Mainland. 

When a concerted drive to tap this bigger mar- 
ket is ultimately attempted, it must be preceded 
by a decision whether to market the nuts as a 
specialty item sold in department and specialty 
shops, or to price them competitively with other 
nuts and sell through food stores. The results of 
this survey reveal a mixed pattern and do not 
furnish a conclusive answer to this problem. 
More study, particularly of the test market vari- 
ety, is indicated before a full-scale venture on the 
Mainland is launched. 


Losses from Animal Diseases. Journal of the 
National Association of Retail Druggists, 
May 4, 1959, PP- $4°35- [D-R.] 

Although the value of livestock and poultry 
in the U. S. is approaching the $go billion mark, 
the amount expended annually to protect the 
health of animals equals only about 14 of 1 per 
cent of their total value. The inadequacy of this 
expenditure is one of the principal reasons why 
sickness and death continue to impose a stagger- 
ing burden on the livestock and poultry indus- 
tries. 

Dr. Byron T. Shaw, administrator of the U. S. 
Dept. of Agriculture’s Research Service, estimates 
animal losses to be about $2 billion a year, or 
about 20 per cent of the nation’s potential meat 
supply. 

As examples, brucellosis is reported by the 
Agriculture Dept. to exist in 121,275 cattle herds 
. . . hog cholera, in 4,383 herds . . . anthrax, in 
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836 herds. Erysipelas of swine produces an esti- 
mated annual loss of $24 million. The loss pro- 
duced in cattle by leptospirosis is estimated at 
over $100 million, while the annual mastitis loss 
in cattle exceeds $225, million. 


Direct Mail Shipments of Hawaiian Cut Flowers 
and Foliage. C. W. Peters, Hawaii Agricul- 
tural Experiment Station, University of 
Hawaii, Agricultural Economics Bulletin 15, 
September, 1958, 30 pp. [J.s.w.] 


Flower growing and marketing is an important 
business in Hawaii. The story of the expansion 
of Hawaiian flower sales on the Mainland 
through the use of air transportation facilities is 
well known. Orchids, flown in from the Islands, 
have become, for example, an almost standard 
gift at the opening of new supermarkets, etc. 

This report examines the direct sale of Ha- 
waiian flowers in contrast to the more usual 
wholesaler-retailer channel of distribution. 


Predicting August Potato Prices at Planting 
Time. Dana G. Dalrymple, Progress Report 
29, Storrs Agricultural Experiment Station 
and the Agricultural Extension Service, 
University of Connecticut, February, 1959, 
47 pp- [J-5-w.] 

If farmers could know at planting time the 
price potatoes would bring at harvest time, they 
could adjust plantings more closely to demand 
patterns. This booklet deals with an attempt to 
develop a formula which would make such pre- 
dictions statistically accurate. Its successful appli- 
cation, however, suffers from a deficiency of re- 
liable basic data. Currently operators in the 
futures market are making more accurate predic- 
tions than can be made by use of the developed 
formula. However, this attempt is in the nature 
of trail-blazing, and continued experimentation 
should ultimately result in more orderly market- 
ing of potatoes. 


3. AREA ANALYSIS 


The Replanning of Center-City Shopping Dis- 
tricts. George Fisk, Journal of Retailing, 
Summer, 1959, pp. 80-84. [S.C.H.] 


Central city shopping districts, through econo- 
mies of scale in collecting, sorting, and dispensing 
goods, through the economies of massed reserves, 
and through the principle of postponement of 
activities to the last possible economical moment, 
are able to provide unique customer service and 
satisfaction. Successful regional shopping centers 
must attempt to ape all or most of the relevant 
characteristics of central cities. European con- 
course developments and planned pedestrian 
shopping facilities, such as Rotterdams’ Linjbaan, 
suggest promising possibilities for urban rede- 
velopment. 
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Measuring Regional Market Growth, A Case 
Study of The Delaware River Area. Robert 
E. Graham, Jr., Survey of Current Business, 
January, 1959, pp. 10-19. [K.A.c.] 


Marketing people interested in measurements 
covering regional areas may find this a helpful 
example to study. The description of sources and 
methods alone covers four pages of fine print. 
There are tables and charts, of course. 


Flight from the Soil. University of Alabama: 
Alabama Business Research Council, 1958, 
56 pp. [J-s.w.] 

For its annual investigation in 1958 the Ala- 
bama Business Research Council took a different 
tack. Instead of exploring some aspect of the 
state’s growing industrialization, an attempt was 
made to ascertain the effect this process was hav- 
ing on Alabama's once-dominant economic activ- 
ity, agriculture. 

Part I measures the changes in Alabama’s agri- 
culture since 1929. Part II explores the attitudes 
and personal reactions of industrial workers who 
were formerly farmers. Part III attempts to inter- 
pret the findings in the other two parts of the 
study and to call attention to changing conditions 
in the state. 


4. BUYING AND 
PURCHASING 


A Cautious Trend Toward Leasing. Carl G. 
Baumes and G. Clark Thompson, Con- 
ference Board Business Record, November, 
1958, PP. 493-500. [J.M.R.] 


Reviews the results of a survey of 221 manu- 
facturing companies on their policies in the gen- 
eral area of “lease or buy.” Both real estate and 
equipment are included. The study presents a 
comprehensive run-down of the advantages and 
disadvantages of leasing, from the standpoint of 
both the lessor and the lessee. 


Relationship of Level of Installment Payments to 
Family Characteristics and Approach to 
The Food Budget. David Spaeth and 
James D. Shaffer, Quarterly Bulletin, Feb- 
ruary, 1959, pp. 660-670. [w.L.] 


Reports on a study inquiring into the propor- 
tion of families committed to make monthly pay- 
ments on their home, car, and appliances, the 
amount of the commitment, the level of commit- 
ment related to family food budgets, and the 
types of families most highly committed to 
monthly payments. Information was obtained 
from personal interviews of 1,200 Lansing, Michi- 
gan, families in the spring of 1958. 
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5. COSTS AND EFFICIENCY 


The Ambiguous Notion of Efficiency. Lady Hall 
and C. B. Winsten, The Economic Journal, 
March, 1959, pp. 71-86. [c.F.] 


Ambiguities in efficiency measurement stem 
from three sources: differences in efficiency con- 
cepts; the uncontrollable fluctuations in factors 
beyond the jurisdiction of management (defined 
by the writers as environment); and the problems 
of variability in the units of measurement or 
scales employed. 

The first problem is to distinguish social effi- 
ciency measurements (getting the most output 
from given resources) from managerial efficiency 
(based on criteria of managerial performance and 
analogous to R. F. Breyer’s acquisitive efficiency). 
Managerial efficiency which judges the manage- 
ment can be further distinguished from efficiency 
in use which judges the plant. These concepts of 
efficiency are used in making decisions: for ex- 
ample, which manager or plant is “better.” Be- 
cause these problems are concerned with decisions 
they require the development of scales or rank- 
ings. 

However, in the second area the concepts them- 
selves are beset by variable trouble such as their 
application in different environments. (The en- 
vironments include all factors in an analysis not 
within the manager's field of choice.) Moreover 
“target” and “technical” efficiencies are jointly 
involved, A “target” efficiency is concerned with 
a situation in which a firm is operating in a 
number of different environments; a “technical” 
efficiency refers to the state of the productive arts 
under which operations are conducted. 

Finally, the problem of measurement is at- 
tacked by scaling devices more familiar to sym- 
bolic logicians and social psychologists than to 
economists. The authors conclude with an analy- 
sis of partially ordered interval and nominal scale 
measurements under fluctuating environmental 
conditions. 


Cost Accounting for Customer Profitability. Jn- 
dustrial Distribution, June, 1959, pp. 89-112. 
[c.F.] 


Accounting for product profitability is only one 
aspect of distribution cost accounting which seeks 
to determine the source and characteristics of all 
business costs in an effort to improve company 
profits. 

Distribution cost accounting for customer profit- 
ability will uncover profitable and unprofitable 
customers, force management to review its basic 
marketing plan, provide detailed understanding 
of contribution of each customer to net profit, 
show management what kind of expense and how 
much is incurred for separate customer services, 
provide a measure of performance of separate 
functions related to customers, help in evaluating 
sales solicitation efforts, indicate the degree of 
sales saturation with individual customers, spot- 
light industry groups as profitable or unprofitable, 
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reveal costs of order handling, provide a realistic 
basis for pricing, facilitate company sales fore- 
casting and budgeting, and reorient management 
thinking to a basis of costs and the effects of 
decisions regarding customer relations on net 
profit. 


The Value Added by Distribution in a Com- 
petitive Economy. D. M. Phelps, Michigan 
Business Review, May, 1959, pp. 18-22. 
[R.L.c.] 


In this brief article Professor Phelps points up 
the nature and importance of distribution and 
the need to give more attention to it in order 
that small business can secure the aid needed to 
benefit the entire economy. 

It is suggested here that the feeling in many 
quarters that distribution is somehow unproduc- 
tive stems from a lack of understanding of what 
“production” actually comprises. If distribution is 
recognized, as it should be, as an integral part 
of the production process, there would be no 
doubt of its productivity in an economic sense. 
Professor Phelps emphasizes that the creation of 
form utility through manufacturing has neither 
greater nor lesser economic importance than 
time, place, and possession utility. There should 
be no question of primacy, for together they form 
a continuous, closely interrelated process through 
which economic enterprises in a competitive sys- 
tem meet consumers’ needs and satisfy their 
wants. 


Better Management: Better Distribution. George 
D. Wilkinson, Industrial Distribution, May, 
1959, PP. 92-114. [G.F.] 

In the July, 1957, issue of Industrial Distribu- 
tion, George D. Wilkinson pointed out that profit 
prospects for industrial distributors were good 
but that distributors were too volume minded 
and insufficiently profit minded. Since his 1957 
survey Wilkinson, a consultant, has been engaged 
in further analysis of the causes for the squeeze 
on profits. 

He recommends four principles for use in over- 
hauling distributor organization: 1) The principle 
of highest action, 2) The principle of management 
by exception, 3) Delegation of authority and re- 
sponsibility, 4) The principle of functionalization. 

A series of cases involving typical organization 
and management problems is used to illustrate 
the four principles recommended. 


The Estimation of Transportation Costs in In- 
ternational Trade. Carmellah Moneta, The 
Journal of Political Economy, February, 
1959, Pp- 41-58. [L.L.H.] 

A problem area in international trade account- 
ing involves the relationship between the total 
cost of a commodity and the portion of this cost 
incurred in shipping. The ratio of transportation 
cost to total cost varies widely among commodi- 
ties. The ratio is an inverse function of the value 
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per ton of the commodity, approaching one for 
low-valued items and approaching zero for very 
high-valued items. 

The transportation-cost ratio is relevant to 
analysis of trade relations between underdevel- 
oped and industrial countries, since the former 
are likely to trade low-valued commodities for 
high-valued commodities produced by the latter. 
Furthermore, most countries value exports on an 
FOB (free on board) basis but value imports on 
a CIF (cost, insurance and freight) basis. The 
inclusion of freight cost in the importer’s record 
of transaction combined with its exclusion from 
the exporter’s record can cause a discrepancy be- 
tween the records of partners to the same trans- 
action. Such discrepancies make difficult the con- 
struction of any single-value record of world 
trade. 

An approach to overcoming this difficulty in- 
volves the derivation of a “freight function” 
through variance analysis of factors reflecting 
differences in the commodity composition of im- 
ports. This is essentially an attempt to establish 
an international adjustment factor to overcome 
the accounting discrepancy. 


Cost Analysis—Finding Marketing Weaknesses. 
Thomas J. McGann, Industrial Marketing, 
March, 1959, pp. 54-57- [J-E-M.] 

Marketing costs have been neglected by busi- 
ness organizations. In the past, accountants have 
devoted their talents to production costs. Today, 
however, there is an increasing awareness of the 
applicability of marketing cost analysis. The au- 
thor defines marketing cost analysis as that 
“branch of accounting and of marketing which 
organizes marketing cost data in ways most useful 
to those making marketing decisions. It is de- 
signed to reveal sources of profits and losses and 
to show points of inefficiency in marketing opera- 
tions.” 

The problems of assembling marketing cost 
data, classifying the information by function, sell- 
ing the program, estimating improvements, cut- 
ting costs, and convincing financial management 
of the efficacy of such analysis are discussed in 
detail. The author then presents a five-step plan 
for starting and carrying out a marketing cost 
analysis program. This reviewer believes that such 
a program is necessary if the marketing concept 
is to be properly initiated into a manufacturer's 
organization. 


The Bearing of Non-Competitive Market Con- 
ditions on the Problem of Inflation. 
J. Marcus Fleming, Oxford Economic 
Papers, February, 1959, pp. 36-61. [S.c.H.] 
Many economists distinguish between “demand- 
induced” and “cost-induced” inflations, and em- 
phasize the role of costs (as in a wage-price spiral) 
in pushing prices up. Fleming holds, however, 
that there is no point in departing from the tra- 
ditional treatment of inflation as an increase in 
demand relative to supply, if factor prices (and 
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consequently industrial costs and product prices) 
are determined by supply and demand conditions 
in purely competitive markets. 

He then asks what bearing market imperfec- 
tions, such as monopolistic pricing of goods or 
labor, are likely to have upon inflation under a 
number of different conditions. His conclusion is 
again that such pricing practices are likely to have 
little permanent inflationary effect. Expansion in 
the flow of money demand and in the stock of 
money will almost always be the factors creating 
inflation. Monopolistic pricing practices may, how- 
ever, hinder government in the application of 
anti-inflationary measures. 


Interfirm Comparisons in Retail Trade. Productiv- 
ity Measurement Review, November, 1958, 
pp. 11-12. [S.C.H.] 


Both in the United States and abroad, interfirm 
comparisons (such as the well-known Controllers’ 
Congress and Harvard figures on department 
store operations) have been applied more widely 
in retail trade than in most other economic sec- 
tors. Recently the European Productivity Agency 
asked research institutes in Germany, Austria, the 
Netherlands, Sweden, and Switzerland to make 
case studies of the ways in which retailers actually 
use such statistics. 

This brief account reports that these industry- 
average figures are of considerable use to alert 
store managers, but that many owner-operators 
need advice and instruction on how to derive full 
benefit from the studies. A fuller discussion of the 
case reports is promised for a subsequent issue of 
the Review (which is an official EPA publication, 
sold in this country through the publications office 
of the OEEC Mission, 1346 Connecticut Avenue, 
Washington 6, D. C.). 

Marketers may be especially interested in two 
other articles appearing recently in this publica- 
tion. “Interfirm Comparisons in the Bakery 
Trade,” February, 1959, pp. 16-19, by A. de C. 
Dawes reports a detailed comparison of 53 Nor- 
wegian bakers, indicating that quality of manage- 
ment was more significant in determining profits 
than any structural factor such as firm size. Lady 
Margaret Hall and John Knapp, “Productivity in 
Distribution with Particular Reference to the 
Measurement of Output,” February, 1957, pp. 
22-38, reviewed the difficulties involved in trying 
to determine the true output of retail trade. They 
express a hope for the extension of such measures 
as Production Unit Accounting to more aspects of 
the trade. 


6. CONSUMER ANALYSIS 


Preliminary Findings of the 1959 Survey of Con- 
sumer Finances. Federal Reserve Bulletin, 
March, 1959, pp. 251-254. [G-F.] 

The recovery in economic activity by early 1959 

was reflected in an increase from the early 1958 

proportion of consumer spending units who said 


that they were earning more than a year earlier 
and a corresponding decrease in the proportion 
who said that they were earning less. 

The distribution of consumer income for 1958 
was similar to that in 1957 and 1956, with about 
two-fifths of all consumer units having incomes 
of $5,000 and over in each of the three years. 

Early in 1959 consumers were much more opti- 
mistic than a year ago about their earnings pros- 
pects and about general business conditions dur- 
ing the coming year. For the most part consumers 
also expect higher prices, but except for a sub- 
stantial rise in plans to buy houses, buying plans 
were in general only moderately above a year ago. 


The Conservative Consumer. F. Thomas Juster, 
Challenge, April, 1959, pp. 60-64. [W.L.] 

Although the average consumer has more real 
income to spend than ever before, his thrift habits 
have not changed greatly. In the twenties liquid 
savings averaged 6 per cent of d. p. i. which is the 
same savings rate as that of the period 1951-56. 
However, changes have occurred in major classi- 
fications of consumer spending. The reasons for 
this are: the pattern of expenditures change with 
increasing income, the impact of the structure of 
prices and changing technology, and changing 
consumer needs. 

Small shifts in the ratio of consumer expendi- 
tures to income are important. They result in 
sizable changes in aggregate expenditures and can 
initiate or intensify cyclical expansion. Business 
cycle movements ave affected by the relationship 
between durable goods purchases and savings. 
Since psychological factors are significant in future 
purchases of durable goods, economists are seek- 
ing the help of psychologists in charting future 
cycles. 


Some Economic of Pie Consumption. 
Ben C. French, Quarterly Bulletin, Feb- 
ruary, 1959, PP- 492-504. [W.t.] 

This article reports on levels and trends of con- 
sumption of commercially-prepared pies. Buying 
habits, prices and price relations, and the rela- 
tionship of socio-economic characteristics of pie- 
consuming families are discussed. The major 
source of information: is a 250-family consumer 
panel of urban families in a representative Michi- 
gan city of 100,000. 


Why You Buy. Joseph W. Newman, Challenge, 
January, 1959, pp. 13-17. [W.L.] 

Motivations research is not a passing fad. It 
provides new thinking and insights abdut the 
nature of buying and consumption, and focuses 
attention on the importance of unconscious men- 
tal functioning of consumers. 

A breakthrough in the study of why people buy 
is being made by studying consumption not as an 
isolated act but in the context of all human be- 
havior. Man has certain basic needs and the satis- 
faction or frustration of them in the early years 
determines what kind of an adult he will be. The 
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effect extends to consumer behavior including 
purchase behavior. 

The buying process is not only an economic ac- 
tivity but a matching of buyer needs, the self im- 
age and the image of the product, brand or retail 
store. Psychological and social dimensions should 
be added to the demographic and economic con- 
sumption data. 


Institutional Factors in Economic Thinking. 
George W. Stocking, The American Eco- 
nomic Review, March, 1959, pp. 1-21. [S.C.H.] 


The organizational revolution that has substi- 
tuted group for individual activity in recrea- 
tional, research, philanthropic and other fields, 
has been epitomized by the merger movements and 
corporate developments of modern business struc- 
ture. Stocking, in this highly literate presidential 
address, notes that contemporary economic theo- 
rists, such as Chamberlin, Clark, Schumpeter, 
Nourse and Galbraith, have come to consider this 
present industrial structure compatible with an 
efficient economy, thereby differing from the 
laissez-faire classicists. However, the growth of 
large corporations raises a number of significant 
and unanswered social questions, of interest to 
economists, to citizens, and to the corporations 
themselves. 


7. DISTRIBUTION AND 
CHANNELS OF 
DISTRIBUTION 


Notes on Countervailing Power. A. Hunter, The 
Economic Journal, March, 1958, pp. 89-103. 
[L.L.H.] 


The concept of countervailing power is exam- 
ined with regard to its relevance to British dis- 
tributive trades. The aspect of Galbraith’s thesis 
under scrutiny here is the proposition that mass 
retailers (chain, mail-order houses, co-operative 
buying organizations, etc.) offset the market power 
of industrial oligopolists. British evidence does 
not support the argument that large-scale retail- 
ing is a direct reaction to the power of oligopo- 
listic producers. 


Dispensing of Prescriptions by Doctors. Weekly 
Pharmacy Reports, February 23, 1959, p. 1. 
[D.R.] 

For many years, Iowa was located in what was 
considered the heart of the “doctor dispensing 
belt”—the area of the country in which doctors 
dispense a large proportion of the medication 
their patients get, instead of writing prescriptions. 

Now, however, as a result of improved interpro- 
fessional relations between physicians and phar- 
macists in the state, dispensing by doctors has 
dropped considerably. 
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The Drug Store’s Role in the Cosmetics Field. 
American Druggist, June 15, 1959, PP- 5-7- 
[D.R.] 

First report on a new study discloses that super- 
markets have been unable to make any real dent 
in the cosmetics field, despite their successes with 
toiletries. 

The supermarkets have taken away a major 
share of the business on such products as tooth- 
paste, shampoo, and shaving cream—but they 
have not made any headway on true cosmetic 
items, such as makeup, fragrance, manicure, and 
treatment products. 

Despite determined efforts by supermarkets and 
other non-drug outlets, the drug store remains 
the biggest single outlet for cosmetics. The drug 
store’s share of the total market hardly declined 
between 1948 and 1958. Sizable gains were shown 
only by house-to-house sellers—but these gains 
were made almost entirely at the expense of other 
types of non-drug retailers. 


Toiletry Sales in Drug Stores. Chain Store Age, 
June, 1959, p- 31. [D.R.] 

On the basis of the latest report of the Toilet 
Goods Association, Chain Store Age finds that 
drug store sales of toiletries have increased from 
$310,800,000 in 1950 to $412,923,000 in 1958. 

The drug store share of the total dropped from 
$7 per cent in 1957 to 27.1 per cent in 1958. 


Growth of Shopping Centers. Chain Store Age, 
May, 1959, pp- E2g-E53. [D-R.] 

Seventh annual report on shopping centers esti- 
mates that, by the end of this year, there will be 
3,700 centers of various sizes and shapes in opera- 
tion in the U.S.—and that they will probably ac- 
count for more than $40 billion in annual retail 
sales. This represents almost 20 per cent of total 
retail volume. 

Assuming no major wars or economic up- 
heavals, the nation should have from 8,500 to 
10,000 shopping centers in operation by 1965, with 
the rate of center development accelerating after 
1962. 

The report lists details of several hundred chain 
store shopping center leases, as a guide to chains 
in conducting lease negotiations. 


Sales of Proprietary Medicines via Non-Drug Out- 
lets. American Druggist, June 1, 1959, p- 
10. [D.R.] 


In the seven years from 1952 to 1958, food store 
volume on packaged medicines increased by 130.6 
per cent—compared with a rise of 44.7 per cent 
in drug stores, and a rise of 25 per cent in all 
other types of outlets. 

Even so, the drug store still accounts—in 1958— 
for 76.3 per cent of total packaged medicine vol- 
ume—indicating that the public still prefers to 
buy most of its medicines in drug stores, despite 
the efforts of supermarkets to change this prefer- 
ence. 
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Food Store Sales of Health and Beauty Aids. 
FDC Reports, May 18, 1959, pp. 16-18. [D.R.] 


Data compiled by the A. C. Nielsen market re- 
search organization reveal that drug store sales of 
health and beauty products have shown slightly 
bigger increases on those items on which food 
stores have become important outlets than on 
those items for which food stores are not so im- 
portant. 

The Nielsen study shows a median gain of 31 
per cent, from 1952 to 1958, in drug store volume 
on ten products for which consumers show a high 
food store preference. On ten other products, for 
which the food store preference is relatively low, 
the drug store gain was only 27 per cent. 


Drug Store Sales of Animal Health Products. 
Drug Trade News, May 4, 1959, pp- 1, 20-21. 
[pD.R.] 


Annual study of the animal and poultry health 
goods market shows that drug stores, with a 36 
per cent gain in 1958, held their lead as the top 
outlets. 

Total volume in 1958 amounted to $217,000,000, 
of which drug stores accounted for 31 per cent. 


Small Business. Law and Contemporary Problems, 
Winter, 1959, pp. 1-240. [s.c.H.] 


Several articles in this issue of Law and Con- 
temporary Problems are of interest to marketers. 

A former member of the F.T.C., Albert A. 
Carretta (“Some Competitive Practices with which 
Small Business Must Contend”, pp. 169-182) dis- 
cusses the impact of discount houses upon other 
small retailers, and argues that the F.T.C. has 
both power and responsibility for requiring man- 
ufacturers to enforce their price maintenance 
contracts equitably against all resellers. 

Gideon Rosenbluth (“The Trend in Concentra- 
tion and Its Implications for Small Business”, pp. 
192-207) holds that small business today is fre- 
quently a dependent supplier or outlet for large 
business and that consequently the term “inde- 
pendent” is often a misnomer. 

Walter Adams (“The Regulatory Commissions 

and Small Business”, pp. 147-168) holds that pro- 
cedural red tape, reluctance to unsettle estab- 
lished states of affairs, personal interests of com- 
missioners, and substantive decisions of such reg- 
ulatory bodies as the LC.C., C.A.B., and F.C.C. 
have worked to the disadvantage of small busi- 
ness. 
Wendell Barnes discusses “What Government 
Efforts Are Being Made to Assist Small Business”, 
with especial emphasis on the Small Business Ad- 
ministration. 


Spending Patterns in U.K. and U.S. Leslie C. 
Wright, Scottish Journal of Political Econ- 

omy, February, 1959, pp. 71-77. [S.c.H.] 
Income and expenditure patterns in the United 
States and Great Britain exhibit the following 
similarities: (1) a tendency to cling to higher 


food- and service-standards of living, (2) discre- 
tionary spending power is rising faster than dis- 
posable income, and (3) expenditures on consumer 
durables are rising more slowly than total dis- 
cretionary spending. 

Wright also notes that young people in the 
United Kingdom are prone to be cash buyers 
while the older people are heavy users of credit. 
This seems to be the exact opposite of American 
experience, but the young group in his study 
(ages not specified) seem to be single people with- 
out the durable goods requirements associated 
with family formation. 


Retailing on the Move. The Economist, March 14, 
1959, PP- 991-992. [F.M.] 

In the United Kingdom the number of mobile 
stores went up from about 2,250 in 1946 to 6,000 
in 1958. “The main stimulus to this growth has 
undoubtedly been the dearth of fixed shops on 
new housing estates.” Thus, in Britain, building 
of shopping centers lags way behind the construc- 
tion of housing developments. Labor productivity 
in mobile shops is more than two-thirds above 
static shops. This too, has been one of the reasons 
for the successful forty years of mobile shops in 
the famous Swiss MIGROS food chain. Each ve- 
hicle has a fixed schedule, so that customers shop 
whenever the truck is around. This means that 
“retailings’ biggest problem, the alternation of 
rush hours and slack periods, can be replaced by 
a steady flow of work.” 

What of the future? Mobiles are replacing the 
British papa-mama corner shop by helping to 
cheaply bring more goods nearer to the customer's 
home. Housewives who are tied to the home by 
distance, children, or laziness will thus welcome 
mobiles for years to come. 


Your Alaskan Counterpart. Distribution Age, 
March, 1959, pp. 40-44. [W.L.] 

A brief report on the distribution activities of 

the new state of Alaska is presented. Included are 

comments on steamship, railroad, airline, and in- 


tegrater transport service, and warehousing and 
materials handling operations. 


8. FINANCING 


Credit Card Magic in Today’s Economy. L. E. 
Bermant, Credit and Financial Manage- 
ment, June, 1958, pp. 8-9, 19-20. [W.L.] 


Exclusive of the oil companies it is estimated 
that there are some five and one-half million 
credit cards in circulation. These include cards 
issued free as a means of promotion of specific 
services and the all-inclusive comprehensive serv- 
ice cards which carry a fee. Stimuli to the in- 
creasing credit card business are corporate expense 
account spending, the growing number of sales- 
men, the growing number of long-term vacation- 
ers, foreign travel, and increased leisure time. The 
use of credit cards by telephone, rail, air, and oil 
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companies, and the American Express, Diner's 
Club, and Hilton credit card systems are dis- 
cussed. The article lists some of the common criti- 
cism of credit cards. 


Small Business and Motor Vehicle Leasing. Clyde 
William Phelps, Credit and Financial Man- 
agement, May, 1959, pp. 20-23, 32. [W.L.] 


There are several movements under way to 
make the benefits of leasing cars and trucks avail- 
able to small as well as large concerns. Among 
them are making leasing plans available through 
automobile dealers, having leasing or consulting 
agencies provide the management guidance neces- 
sary to automobile dealers for a fee, and the for- 
mation of Commercial Leasing Corporation, a 
subsidiary of Commercial Credit Corporation. The 
later program may have a major effect on the 
automobile industry. 

This article discusses non-maintenance and 
maintenance leases, the advantages of leasing, and 
leasing vs. company ownership and salesman own- 
ership. 


Expansion in Instalment Credit. Federal Reserve 
Bulletin, April, 1959, pp. 347-352- [G-F.] 

Instalment credit resumed expansion late last 
year (1958), and borrowings have risen above 
former highs in recent months. Renewed growth 
in instalment credit has provided additional funds 
for consumer spending and has contributed to 
the revival of business activity. Although credit 
sales of some types of goods, such as new auto- 
mobiles, have lagged behind cash sales, total bor- 
rowing by consumers has increased at a faster 
rate than total consumption expenditures. 

Automobile credit has accounted for most of 
the recent fluctuations in instalment credit out- 
standing. In 1958 the prolonged decline in auto- 
mobile paper was responsible for most of the re- 
duction and for the delayed upturn in the total. 
Since October it has accounted for a substantial 
part of the increase. 

Credit for the purchase of major appliances and 
furniture continues to account for the greater 
part of all instalment credit for goods other than 
automobiles. Nevertheless, an increasing propor- 
tion represents credit for the purchase of items 
such as house trailers and pleasure craft, bought 
on comparatively long terms, and credit for pur- 
chases of nondurabe goods and small durable 
goods on revolving credit and similar plans. 

The revolving credit plan used widely by de- 
partment stores permits purchase, on a line of 
credit, of items heretofore seldom offered on an 
instalment basis. It is estimated that the amount 
of revolving credit outstanding has at least dou- 
bled since early 1957, and that about $500 million, 
or a third, of all instalment credit at department 
stores is now in this form. 

Retail stores and automobile dealers originate a 
large proportion of all instalment credit, but they 
sell most of it to commercial banks or sales fi- 
nance companies. At the end of 1958 banks held 
38 per cent of all instalment credit and finance 
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companies 26 per cent. Distribution of holdings 
has changed little in recent years except for de- 
clines in the proportions held by retail outlets. 


9. FORECASTING 


Explanation and Prediction in Economics. A. G. 
Papandreou, Science, April 24, 1959, Pp- 
1096-1100. [S.C.H.] 


A universal statement, that is, one that is sup- 
posed to be true at all times and in all places, can 
be refuted by a single contradictory instance. 
However, the deductive systems advanced by econ- 
omists are not universal statements. Instead they 
usually are supposed to apply only to a vaguely 
defined social space (for example, “our economy”) 
which often is characterized in terms of the prop- 
erties of the relations that make up the system it- 
self. 

Consequently, while empirical evidence may 
confirm such deductive systems, it cannot refute 
them (“things always might have worked out ac- 
cording to the system if the explicit or implicit 
values or structures had been different”). This 
means that the economist constructs macroeco- 
nomic models that can explain, but cannot pre- 
dict. If he is forced, invited, or tempted into pre- 
diction, he has available so many models, none of 
which can be conclusively refuted, that his predic- 
tion becomes a matter of subjective selection, and 
consequently is an art rather than a science. 


Forecasting Tomorrow’s Business. John McKnight, 
Challenge, April, 1959, pp. 31-35- [W-L.] 

More companies are using economic forecasts as 
an aid to management decisions. They become 
one of the bases of company planning. A parallel 
growth has also occurred on the part of the fed- 
eral government’s interest in economic forecast- 
ing. 

It is explained that a forecast should furnish 
generally reliable information with only a moder- 
ate margin of error and that the degree of error 
will vary by industry. Several uses of forecasting 
are briefly discussed. 


10. FOREIGN MARKETING 


New Frontiers in European Trade. Emile Benoit, 
Challenge, April, 1959, pp. 24-28. [W.L.] 


The year 1958 in which the European Economic 
Community emerged may mark the beginning of a 
new era in foreign trade for the United States. 

A sharp drop in U. S. exports and a sudden 
drainage of gold occurred. Such questions are be- 
ing raised as: Is the U. S. pricing itself out of 
world markets? Will discriminating regional mar- 
kets exclude our goods? Is the gold drain evidence 
of “flight from the dollar’? Is the problem of a 
dollar shortage solved? 

These important issues are briefly examined. It 
is concluded that we must learn to accept the dis- 
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appearance of our traditional export surplus and 
accept more imports rather than reduce our ex- 
ports. 


Some International Com of Consumers— 
Durable Goods. F. Knox, Bulletin of the 
Oxford University Institute of Statistics, 
February, 1959, pp- 31-38. [S.c.H.] 

Only in the United States have cars, telephones, 
radios and television sets and other consumer dur- 
ables approached saturation (in the sense of own- 
ership by nearly all households), yet little evi- 
dence exists that demand is slackening in this 
country more than elsewhere (at least on the basis 
of 1957 figures). 

Ownership of consumer durable is often con- 
sidered synonymous with standard of living, 
but consumer durable statistics may be misleading 
because: (a) they usually do not distinguish be- 
tween governmental, institutional, and private 
ownership; (b) they do not take into account such 
local factors as the topography of Switzerland, 
which tends to reduce car ownership or the cli- 
matic conditions that affect refrigerator sales, and 
(c) some substitutability relationships seen to ex- 
ist among consumer durables, especially in the 
case of motor cars and motorcycles. 


The Other America. George J. Blanksten, Chal- 
lenge, February, 1959, pp. 20-25. [W-L.] 


Confusion in the United States about the rela- 
tionships among various types of foreign aid pro- 
grams and the interplay of capital and technology 
in meeting the difficult problems of the underde- 
veloped economies aggravate relations with the 
twenty independent states of Latin America. 
Three major types of foreign aid programs dis- 
cussed are military assistance, technical assistance, 
and economic aid. Confusions about them are ex- 
amined. 

The general formula of technical assistance is a 
correct one, although its implementation has been 
vitiated by the confusion of short-range objectives. 
It is imperative that the United States communi- 
cate more effectively the positive content of its 
foreign policy to the people of Latin America. 


A Hunger for Plenty. Frank H. Golay, Challenge, 
February, 1959, pp- 43-47- [W-L.] 

The United States is participating in the eco- 
nomic development of Southeast Asia in three 
ways: trade, aid, and investment. So far the role 
of private investment has not been significant. In 
1957 the United States direct investment in South- 
east Asia was only about 85 million dollars. 

The political climate in Southeast Asia has an 
impact on private foreign investment. Golay does 
not see much hope at present for private foreign 
investment as an important means of spurring eco- 
nomic development in this area of the world. 
Other means which complement and _ substitute 
for such investment must be sought. 
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The Dilemma of The Haves. Felicia J. Deyrup, 
Challenge, February, 1959, pp. 58-63. [W.L.] 
Since investment capital will go where it can 
get the biggest and safest returns, the underde- 
veloped countries find it hard to compete with 
industrialized countries for funds of American in- 
vestors. Trade figures are cited to illustrate that 
as far as underdeveloped countries are concerned 
capital does not like to travel. When it does, it 
prefers shorter distances and gravitates to similar 
economies or to those investments (raw materials 
production) which keep an underdeveloped nation 
in an unbalanced state. Not much can be done 
deliberately in the immediate future by our gov- 
ernment to either increase the rate of private in- 
vestment or alter its direction. As other countries 
do develop, investments will then flow easily and 
surely to them. 


The Economics of Foreign Policy. Hans J. 
Morgenthau, Challenge, February, 1959, pp. 
8-13. [W.L.] 

Economic resources are important components 
of sound foreign economic policies. A political 
standard must be applied to both the purposes 
and methods of foreign aid and trade. In the field 
of foreign trade the public interest in the survival 
and safety of the United States must take prece- 
dence over private gain. 


How Much Union Now? Richard N. Gardner, 
Challenge, February, 1959, pp. 26-31. [W.L.] 


Attention has been focused on our foreign eco- 
nomic policy toward Western Europe by two re- 
cent events: the tariff cuts by six participating 
countries of the Common Market and the failure 
of negotiations to link Britain, other European 
Countries, and the Common Market in a wider as- 
sociation, the Free Trade Area. Attention is given 
in this article to our foreign economic policy to 
this part of the world and what it should be in 
the future. 


Consumer Testing Organizations in Great Britain. 
Morris L. Sweet, Export Trade, November 
24, 1958, pp. 7, 23, 25. [B.C.] 

American manufacturers selling their products 
in England now have to take into account the 
recent formation of two consumer testing and 
rating organizations, the Consumer Advisory 
Council of the British Standards Institution (BSI) 
and the Association for Consumer Research. 

The BSI is an independent nonprofit and non- 
political body financed by 9,000 members, the sale 
of standards, and by a grant from the govern- 
ment. Founded in 1901, it is today the recognized 
body for the preparation of national standards 
for all industries. 

The Consumer Advisory Council, founded in 
1955 as an adjunct to the BSI, requests manufac- 
turers to maintain standards for consumer goods 
which have been developed by the British Stand- 
ards Institution. Manufacturers are encouraged to 
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place the Kite mark on their products if their 
goods have met the approval of the B.S.I. Today, 
the B.S.I. kite mark is used by about a thousand 
firms. 


Soviet Trade Strategy in World Markets. C. Doug- 
las Dillon, Paul W. Sayres, Henry Kearns, 
and Stefan Jean Rundt, The Management 
Review, January, 1959, pp. 6-42. [J.M.R.] 


Four authorities present a hard-hitting analysis 
of the increasing significance of Soviet trade in 
world markets. Attention is directed to intra- 
communist bloc trade, trade between communist 
countries and the industrialized western democra- 
cies, and trade between the Soviet Union and the 
under-developed countries of the world. Aside 
from pointing out the seriousness of this form of 
competition both in terms of amount and in terms 
of technique, the most important contribution of 
all four of the writers is their indication of just 
what American business leaders can do about this 
challenge. 


Marketing Patterns in South America. 
Stephen W. Kann, Industrial Marketing, 
March, 1959, pp. 45-47: [J-E-M.] 

As a consequence of rapid industrialization, 
Latin America is importing more goods from the 
United States. In 1958 the Latin countries im- 
ported $2.6 billion of goods, a considerable in- 
crease over the immediate previous years. Also, 
the Latin customer of today is requiring more 
technical advice, engineering know-how, an 


maintenance support than ever before. He has be- - 


come better educated and proud of his country’s 
industrial accomplishments, and he admires tre- 
mendously the technical achievements of the 
United States. 

Latin America offers great potential to the alert 
United States marketer. But for the reasons cited 
above, the traditional methods of marketing in- 
dustrial products are changing. The author sur- 
veys these changes, among them the development 
of a more specialized type of manufacturer's rep- 
resentative and the growth of distributors who 
maintain stock and provide maintenance. 


Evolution de la Consommation en France. Mon- 
sieur Ph. Montrieux, Vente et Publicité, Dé- 
cembre, 1958. [P.E.] 


This article is based on a study by Mr. Four- 
geaux of the Centre de Recherches et de Docu- 
mentation sur la Consommation. It contains some 
interesting statistics on consumption in France. 

The consumer in France has, since the war, 
progressively replaced the things he had which 
wore out during the war. In 1949 his expenditures 
equaled those of the last prewar year, 1938. 


Shops and Shopping—Down Under. Elizabeth 
Barling, The New Zealand Hardware 
Journal, November, 1958, pp. 29-31. [L.P.D.] 

An amusing yet highly interesting description 
of retail marketing “Down Under,” this article 
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contains several significant points for the execu- 
tive interested in marketing consumer goods in 
Australia or New Zealand. 

From pointing out that typical retail establish- 
ments only have token openings on Saturday with 
clerks appearing in extremely informal dress and 
formally being wished a pleasant weekend by the 
management upon trooping out the customer exit 
at closing, the author goes on to describe typical 
department stores and retail specialty shops. 


Hemkop of Stockholm. Etienne J. Guerin. Stores, 
March, 1959, pp. 32-34. [J-5-W.] 

In May, 1954, three Swedes established an in- 
teresting business enterprise, located in Stock- 
holm. The firm name, Hemkép, means “Home 
Purchase,” and the line of business followed is 
the sale of food through telephone orders from 
consumers. 

This article traces how the company grew until 
a sales volume of nearly four million dollars was 
reached in 1958, with the prospects of continued 
growth. The detailed description of the processes 
of order-taking, order-picking, warehousing, de- 
livery and sales promotion are accompanied by a 
page of interesting photographs. Truly, a triumph 
of European enterprise is illustrated. 


11. GOVERNMENTAL 
RELATIONSHIPS TO 
MARKETING 


Afterthoughts on Antitrust. Harry J. Levin, Chal- 
lenge, January, 1959, pp. 48-52. [W-L.] 

In deciding how to cope with monopoly power, 
policy-makers have been using three commonly 
accepted yardsticks: market structure, business 
conduct and market performance. Market struc- 
ture emphasizes numbers and sizes of buyers and 
sellers, degree of product differentiation, ease of 
entry, and ratio of fixed to variable costs. Busi- 
ness conduct refers to whether business leaders 
are taking advantage of market position to lessen 
competition. Market performance evaluates com- 
petition on the basis of company or industry pro- 
gressiveness, efficiency, and stability. A clash of 
these yardsticks results in contradictions and con- 
fusion and leaves businessmen uncertain as to 
how they will be judged in specific cases. 

In antitrust decisions the first two standards are 
often supplementary. The criterion of market 
performance often acts in a contrary sense. The 
problem of the relation of vigorous competition 
to efficient military procurement, industrial re- 
search and innovation, optimum use of natural 
resources and the survival and growth of indus- 
tries is worthy of greater investigation. 

A fourth antitrust standard is suggested: na- 
tional interest. This would judge business struc- 
ture and behavior as enabling factors in terms of 
the nation’s basic economic policies. 
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Migration Effects of Sales Tax Disparity. Charles 
T. Stewart, Jr., The Southern Economic 
Journal, April, 1959, pp. 434-446. [s.c.H.] 

Available evidence on the reluctance of people 
to travel substantial distances to work or to shop 
suggests that differences in retail sales tax rates 
between two adjacent states usually can cause 
only relatively small fractions of total retail trade 

(mainly from border areas) to migrate to the low 

tax area. 


12. HISTORY AND TRENDS 


Competition, Oligopoly, and Research. Henry H. 
Villard, The Journal of Political Economy, 
December, 1958, pp. 483-497. [L-L.H.] 

The fourfold increase in real per-capita in- 
come since 1870 was not primarily the result of 
the threefold per-capita increase in capital, but 
rather, was the result of the cumulative effect of 
technology manifest in the economies of scale. 
While capital formation is the foremost considera- 
tion in underdeveloped areas, the quality of 
research and innovation is the essential issue 
underlying continued growth in the American 
Economy. 

Total expenditures on research currently ap- 
proximate 214 per cent of national income, of 
which, 60 per cent is financed by government. 
Companies with over 5000 employees are respon- 
sible for 72 per cent of research expenditures, the 
heaviest concentration falling in the areas of air- 
craft, electrical equipment and machinery. Less 
than 10 per cent of the total expenditure is for 
“basic” as opposed to “practical” research. 

An expansion of basic research is desirable not 
only because it is the necessary foundation of 
practical research but because the really great de- 
mand for growing productivity still lies ahead of 
us. “Affluence” is a problem for only a small 
fraction of mankind. The prospects, even for the 
affluent minority, are dim if world living stand- 
ards cannot be raised. The demands upon tech- 
nology, if two-thirds of the world’s population 
are to achieve any significant fraction of the 
American standard of living, will be staggering. 


The Pattern of Recovery. Federal Reserve Bulle- 
tin, November, 1958, pp. 1253-1259; and 
Consumer Durable Goods in Recovery. 
Federal Reserve Bulletin, January, 1959, pp. 
1-6. [G.F.] 


The rapidity of the recovery, notwithstanding 
the initial strength of recession forces, reflected 
the stimulation of monetary and fiscal develop- 
ments, unemployment compensation payments 
which operated to maintain consumer incomes, 
and the greater availability of mortgage credit 
which facilitated a marked rise in housing starts. 

The major contractive influence from the sum- 
mer of 1957 to the first quarter of 1958 was a de- 
cline in business investment outlays of more than 


$17 billion, annual rate. Following an early drop 
in 1958, foreign purchases of U. S. goods stabil- 
ized, but residential construction expanded dur- 
ing the year, as did consumer spending from the 
spring onward. 

Output of consumer goods as a whole declined 
less in recession and turmed up sooner than either 
output of business equipment or industrial goods. 
Changes in consumer expenditures in both reces- 
sion and recovery were largely dominated by the 
automobile situation. The downward adjustment 
in output of household durable goods in the 
autumn of 1957 and early 1958 was largely to 
liquidate inventories held by manufacturers and 
wholesaler. Consumer instalment credit out- 
standing declined through most of 1958, falling 
relative to income for the first time since 1951. 


Resources, Population Growth, and Level of 
Living. V. E. McKelvey, Science, April 3, 
1959, 875-881. [s.c.H.] 


The author draws upon material from a num- 
ber of disciplines to conclude that: “The means 
for man’s subsistence increase with increasing 
constructive consumption of raw materials and 
energy and, especially, constructive use of inge- 
nuity. Resources of usable raw materials and en- 
ergy may be increased to an unpredictable extent 
by the development and application of ingenuity. 
The most fundamental stimulus to ingenuity is a 
basic ideology that challenges, encourages, and 
rewards individual initiative, freedom of thought, 
desire for economic gain and thirst for knowl- 
edge.” A high propensity to consume and popula- 
tion limitation appear required for maintenance 
of a high standard of living. 


13. INDUSTRIAL 
MARKETING 


What You Should Know about Industrial Sales 
Analysis. Keith J. Evans, Industrial Mar- 
keting, May, 1959, pp- 43-45- [J-©-M.] 

The reasons for the use of sales analysis as a 
decision-making tool for sales managers and as 
information for salesmen are discussed in this ar- 
ticle. How sales records should be set up and uses 
to which the information may be put are suc- 
cinctly presented. Each company’s sales problems 
must be solved by different systemization because 
no one system is suitable for every company. 
Evans suggests ways to initiate a sales analysis 
program and name certain pitfalls that should 
be avoided. 


The Diffusion of an Innovation in Cotton Spin- 
ning. Alistair Sutherland, The Journal of 
Industrial Economics, March, 1959, pp. 118- 
[S.C.H.] 

An examination of British cotton mills to de- 
termine reasons for acceptance or rejection of an 
improved spinning method known as “high-draft 


spinning”, or “shortened processing” (invented 
by Fernando Casablanca in 1904 and now widely 
used in the U.S.A.) revealed important differences 
in attitudes. The non-adopters were inclined to 
be defensive, pessimistic about the industry and 
their own positions in it, and concerned mainly 
with the short run. The firms adopting the new 
method exhibited exactly opposite characteristics. 


The Characteristics of Technically Progressive 
Firms. C. K. Carter and B. R. Williams, 
The Journal of Industrial Economics, 
March, 1959, pp. 87-104. [5.c.H.] 


Analysis of thirty firms rated as varying from 
high to low degrees of technical (applied science) 
progressiveness showed that a high level of tech- 
nological performance tended to be associated 
with some twenty-four characteristics, including 
an effective sales program. 


The Beginnings of “Big Business” in American 
Industry. Alfred D. Chandler, Jr., Business 
History Review, Spring, 1959, pp. 1-31. 
[s.c.H.] 

Five basic factors provide the framework for 
the development of big business in the United 
States: (1) Western expansion of population, (2) 
the development of a national railroad network, 
(3) the rise of a national and increasingly urban 
market largely as a result of the first two condi- 
tions, (4) the development of gasoline and electric 
power for industry, and (5) increasing scientific 
research in industry. Chandler points out that 
bigness has developed through different patterns 
in different segments of industry. 

Consumer goods industries producing or dis- 
tributing relatively “new” products, such as fresh 
meat, cigarettes, high-grade flour, bananas, har- 
vesters, sewing machines, and typewriters first de- 
veloped large scale marketing organizations and 
then gave attention to purchasing and producing 
facilities. Horizontal integration of smaller man- 
ufacturers was the more common pattern among 
such “old-product” industries as sugar, salt, 
leather, whiskey, glucose, starch, biscuits, kero- 
sene, fertilizers, and rubber. 

By 1903 the leading firms had developed the 
modern pattern of large bureaucratic organiza- 
tions staffed by specialists and operating in oli- 
gopolistic industries. This caused a major shift, ac- 
cording to Chandler, away from price competition 
toward product differentiation and improved 
manufacturing and marketing processes. 


14. MARKETING 
MANAGEMENT 


Purchasing Raw Material On a Fluctuating Mar- 
ket. T. Fabian, J. L. Fisher, M. W. Sasieni, 
and A. Yardeni, Operations Research, Janu- 
ary-February, 1959, pp. 107-122. [W.L.] 

This paper concerning the problem of timing 
of purchases in a fluctuating market is written 
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for the mathematically sophisticated. The basic 
decision in buying raw materials in an unstable 
market is determining when and how much to 
buy. 

Part I presents a case study which is a general- 
ization of the model developed in Part II. Part II 
develops a formal dynamic-programming model 
and its solutions under the assumptions that in- 
formation is available about existing inventory, 
current market price, the costs of inventory and 
shortages and the probability-density functions for 
future price and demand. 


Long-Range Planning. Peter F. Drucker, Man- 
agement Science, April, 1959, pp. 238-249. 
[w.L.] 

Long-range planning is necessary since manage- 
ment cannot forecast. It is defined as risk-taking 
decision making which is the responsibility of the 
policy maker. It encompasses the organization of 
efforts necessary to carry out decisions and the 
measurement of the results of decisions through 
feedback. 

Three common fallacies about long-range plan- 
ning are pointed out: 


1. Long-range planning is not forecasting. 

2. Long-range planning does not deal with 
future decisions but with the futurity of 
present decisions. 


g- Long-range planning is not an attempt to 
eliminate risk. 


The requirements of long-range planning are 
specified according to the planning process and its 
major and specific new-knowledge content. 


Obsolescence Risk on Proprietaries and Pharma- 
ceuticals. FDC Reports, April 13, 1959, p- 
17. [D.R.] 

Annual study of drug company financial opera- 
tions shows that the risk of product obsolescence 
is not as great on proprietary drugs as on pre- 
scription pharmaceuticals. 

In years when sales of pharmaceuticals are 
booming, proprietaries look relatively unattractive 
from the standpoint of operating results. Though 
fast selling, they are lower priced because they 
are sold direct to the public, and they do not 
yield the same percentage margins as do pharma- 
ceutical items. 

But proprietary products with strong consumer 
franchises can produce steady revenues—which 
diversified companies can use to support the re- 
search and other costs of maintaining pharma- 
ceutical operations in the leaner years while wait- 
ing for new developments. 

Competition is as rugged in proprietaries as in 
pharmaceuticals—but the risk of obsolescence is 
not quite as great. A major research development 
cannot wipe out a significant share of a proprie- 
tary market overnight. 
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Planning Business Progress. Melvin E. Salveson, 
Management Science, April, 1959, pp. 217- 
234. [W.L.] 

Progress is any company’s most important prod- 
uct. Progress, growth and learning are the sine 
qua non of a healthy economy. They do not gen- 
erate themselves, therefore, planning the process 
of progress is a profitable business use of the 
management scientist. The new pattern of prog- 
ress is that the rate progress must be accelerative. 
The study of business progress reveals that the 
cost of doing research is increasing almost expo- 
nentially while the life span of products and 
process is decreasing. 

Salveson’s law of learned productivity, which 
is the direct counterpart of Parkinson's law of 
bureaucratic growth, states that the more intelli- 
gent the members of an organization the more 
rapidly will its work force be shifted from pro- 
ducing for current consumption to producing 
ideas and knowledge which increase productivity. 
The alternative uses of the work force not re- 
quired to produce for current consumption lead 
to new products and new processes. Firms face the 
problem of allocating effort so that the generation 
of new product ideas does not require more re- 
sources than are available yet is high enough to 
anticipate obsolescence and reduce costs to com- 
petitive levels. 


A Code of Conduct for Credit Managers. Chemi- 
cal Week, February 28, 1959, pp- 53-54- 
[J-K.M.] 

In a recent survey the National Chemical Credit 
Association (New York) has labeled as “unethical” 
about twelve credit practices in areas that relate 
to sales, collections, credit agencies and banks. By 
clearly labeling certain practices as “unethical”, 
credit men hope to discourage them. 

For example, chemical credit executives em- 
phatically term “inquiry about credit relation- 
ships of key competitors before visiting custom- 
ers” as unethical. Just as important is the 
unethicalness and illegality stemming from “mu- 
tual agreement” between credit men on credit 
practice relative to a specific account. 

Ninety-nine per cent of credit men surveyed 
voted against the agency reporter who promises 
to keep financial statements in confidence, but 
then publishes data in a circular letter to top 
subscribers. Bankers who report only favorable 
information about their accounts also leave them- 
selves open to criticism on ethical grounds. 

For many credit managers, the survey results 
are welcome reassurance that the chemical indus- 
try is not diluting its credit policy standards. They 
know that customers are keenly sensitive about 
credit relations and standings. High ethical stand- 
ards, therefore, make good business sense. 


How to Approach Marketing Planning. Donald 
H. Thain, The Business Quarterly, Fall, 

1958, pp. 165-173. [S.c.H.] 
After reviewing the nature of the general mar- 
keting concept and the variables with which the 


marketing manager has to deal, Thain suggests 
ten steps in market planning: 
1. Definition of company objectives. 
. Subdivision of corporate objectives in prod- 
uct responsibilities. 
g- Gathering information. 
4. Analysis of gathered information. 
5 
6. 


Preparation of a statement of problems. 
Outlining of solutions to problems (to elimi- 
nate those susceptible to easy solutions). 

7. Restatement of unsolved problems as re- 
search questions. 

8. Conducting marketing research operations. 

g. Interpreting research findings. 

10. Formulating complete marketing plan. 


Diversifying Spells Trouble to Inex 
Management; Six-Step Program Is Pro- 
posed. Howard N. Feist, Jr., Credit and 
Financial Management, June, 1959, pp- 
16-18. [W.L.] 


A program for product diversification is de- 
veloped around the following major activities: 
determination of objectives, selection of areas of 
interest, location of opportunities, evaluation and 
acquisition of opportunities, negotiations and 
follow-up and reappraisal. 


A Checklist Guide to Profitable Marketing. Jn- 
dustrial Marketing, April, 1959, Part 2, pp. 
5-15. [J-E-M.] 

This checklist, prepared by the marketing con- 
sultant firm of Stewart, Dougall, and Associates, is 
designed to provide an audit of a company’s mar- 
keting operation. Ninety pertinent questions are 
asked as a means of considering the specific areas 
of distribution, the field sales staff, the staff 
marketing operation, marketing costs, products, 
packaging, new product policies, the company 
image, current marketing position, over-all mer- 
chandising policy, advertising and promotion and 
pricing. Additional copies in brochure form are 
available from the publisher. 


The Systems Concept: Present or Future. Jndus- 
trial Marketing, April, 1959, pp- 53-58. 
[J-E-M.] 


‘The systems concept is defined as “the formal- 
ized, cooperative effort of two or more companies 
in developing, producing, and marketing products 
(not just components) which, when considered 
individually, have little or no use—but when 
jointly applied as a complete producing unit, do 
a job with great efficiency. Each company con- 
tributes an essential element.” 

This concept is presented in case history form. 
Two companies cooperated in the marketing of a 
unitized microfilm system. The concept advances 
the thesis that a product may be useless “unless 
new types of related products are offered by other 
industries at the same time.” 


How to Use Market-Share Measurement. Alfred 
R. Oxenfeldt, Harvard Business Review, 


January-February, 1959, pp. 59-68. [J.M.R.] 


Management uses market shares: to appraise 
performance, to express market target, and to 
assist in forecasting sales. The author presents a 
well reasoned analysis of these three uses of mar- 
ket share concept and finds it generally inade- 
quate, misleading, and a kind of red herring. The 
author believes that market share is only suitable 
as an indicator of managerial performance when 
it is applied to an individual market. Throughout 
he is concerned with the danger that managerial 
subordinates may lose sight of the more substan- 
tial objectives of the business such as profitability 
and continuity if market share is given undue 
emphasis. 

In the case of sales forecasting, he sees market 
share as a useful forecasting device in industries 
where market shares are relatively stable. 

Professor Oxenfeldt has performed a_ useful 
service in making a critical appraisal of a concept 
that we tend to bandy around without too much 
consideration of what it really means. 


How to Work with a Package Designer. Robert S. 
Dickens, Advertising Requirements, March, 
1959, PP- 99-102. [J-E.M.] 

Advice is offered to the marketer as to the 
purpose of the package designer, the various types 
of package designers, and the contributions they 
may make to a company’s marketing program. 
The author states that “the package designer is 
an individual with a graphic arts background who 
has specialized and trained himself so that he 
can offer broad knowledge in the field of total 
presentation of the packaged product.” The arti- 
cle is written to indicate to marketing manage- 
ment how to work with and understand the work 
of the package designer. 


Group Decision Making: Pro and Con. Dun’s 
Review and Modern Industry, May, 1959, 
pp- 96-98. [R.L.c.] 

The consensus of a survey by DR&MI of 83 
company presidents is that groups themselves are 
not the most effective decision makers, but are 
most useful as instruments in assembling data, 
exploring the decision area, recommending and 
deliberating the best courses of action, in com- 
municating upward and downward the elements 
involved, and in creating a sense of participation 
that makes the ultimate decision more effective. 
But on one point there is almost universal agree- 
ment; one man must make, and be strictly ac- 
countable for, the decision itself. 

Committees, company presidents widely agree, 
serve some useful purposes in the decision proc- 
ess. Aside from specialized knowledge and relevant 
facts they may contribute to a decision in the 
making, the presidents agree that groups are 
useful for discussing, reviewing, discovering, and 
recommending alternative solutions to a problem. 
Also they may help to clarify action and co-ordi- 
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nate policy. Moreover, they perform an important 
communication job by making management's 
problems known, and by providing support for 
the action ultimately decided upon. 


Inside Success: What Special Secret Made Scott 
Sales Grow. Special Report, Printers’ Ink, 
April 3, 1959, pp- 21-28. [J-E.M.] 

This is an excellent case history of why the 
marketing concept works for one company. The 
entire presentation may be summed up by the 
consumer-directed formula enunciated by Harry 
Dunning, vice-president of manufacturing. 

The formula consists of five elements: (1) top 
management, which must set policy and provide 
leadership and money; (2) manufacturing, re- 
search, development and quality control working 
together to build products with basic values; (3) 
customer service and traffic, which assures fa- 
vorable customer reaction through prompt de- 
livery and servicing of orders; (4) the marketing 
department, which must conduct research to find 
the right markets and the right products; develop 
packages to stimulate impulse-buying; provide 
promotional vehicles to move goods; create (to- 
gether with the advertising agency as a part of 
the marketing team) compelling advertising; serve 
as a clearing house for all marketing ideas, evalu- 
ating and using them in shaping marketing plans; 
and (5) the field sales effort which makes all the 
foregoing meaningful. More importantly, the for- 
mula is successful because it is correlated with 
people—people to whom quality and value are 
more than words—and management—a knowledge- 
able management, which creates the atmosphere 
for growth and development of people. 


Organization for New Product Development? E. J. 
McCarthy, Journal of Business, April, 1959, 
pp. 128-132. [S.c.u.] 


Many different organizational plans have been 
tried to induce a greater flow of new products 
and to reduce the failure rate among new prod- 
ucts placed on the market. However, intensive 
study of product development successes and fail- 
ures in a number of companies using different or- 
ganizational plans has led the author to conclude 
that the development of a stimulating, construc- 
tive, co-operative atmosphere is far more impor- 
tant than any tricks of organizational structure. 


Changing Dimension in Marketing. William 
Lazer, The Business Quarterly (University 
of Western Ontario), Spring, 1959, pp. 
24-27. [S.c.H.] 

Fundamental changes in marketing include 
adoption of the “marketing management concept”, 
concomitant changes in cofporate organization 
structure, the systems approach to marketing, ra- 
tional approaches to marketing decisions, interest 
in international marketing, and the recognition 
of contributions available from other disciplines. 
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Getting Ideas Across to Top Management. J. P. 
Bartsch, Credit & Financial Management, 
February, 1959, pp. 8-12. [W.L.] 


Eight credit managers present their ideas on 
getting top management and sales management to 
accept suggestions from the credit department 
for improving company operations and increasing 
profits. Effective upward communication on the 
part of the credit manager and methods of such 
communication are discussed. 


Competition in The Drug Industry. FDC Reports, 
February 2, 1959, p- 4. [D.R.] 

It takes the sales of sixteen manufacturers to 
account for two-thirds of the total volume of the 
pharmaceutical industry, according to data com- 
piled by John T. Connor, President of Merck & 
Co 


Mr. Connor contrasts this situation with that 
of the steel industry, where only six companies 
account for two-thirds of the total volume, and 
with the automobile and aluminum industries, in 
which only two companies account for two-thirds 
of the total. 


15. MARKETING 
EDUCATION 


Industrial Selling Wins College Support. Special 
Report, Printers’ Ink, May 29, 1959, pp- 
76-78. [J.E.M.] 

This article briefly describes a college curricu- 
lum in industrial selling, developed at Clarkson 
College of Technology. A student’s studies are 
divided as follows: 23 per cent in the basic sci- 
ences, 20 per cent in the liberal arts, 25 per cent 
in engineering, 22 per cent in business adminis- 
tration, and 10 per cent in military science and 
electives. The graduating seniors make field visits 
with distributors and make sales calls with a 
distributor's salesman. 


16. MERCHANDISING 


Weather in Business and Merchandising with 
Weather. Fabian Lenden, Business Record, 
February and March, 1959, pp. go-94 ff. and 
144-148. [J.M.R.] 

How significant an effect does weather actually 
have on the broad retail community? How per- 
manent is the damage of a bad day? How much is 
gained by a seasonably favorable week? What 
does advance knowledge of the weather have to 
offer the retailer and how can it be profitably 
applied? 

Some of the interesting findings are as follows: 
(1) For about 80 per cent of the observed wecks, 
both variables (sales and weather) move in the 
same direction. (2) Specialty clothing stores ap- 
pear to be a good deal more vulnerable to ad- 


verse shopping conditions than their more diversi- 
fied competitors. (3) Branch experience is similar 
to that of the parent store. (4) On clear days, busi- 
ness averages 2 per cent above anticipated levels; 
on bad days, the ratio is 6 per cent and more 
below par. (5) The duration of rain makes a big 
difference in the toll it takes; the longer the rain, 
the greater the deficit. (6) The density of rain 
seems to be of slight importance. (7) Sales are 
most vulnerable when the morning is wet. (8) 
Rain on Monday may dampen the business a 
little less than on other days of the week. (9) The 
second of two consecutive days of rain is generally 
hit the harder. (10) Snow on the ground is more 
damaging to suburban business than rain. (11) 
Available data fail to suggest that a weather- 
precipitated slump is offset by a surge of pent-up 
demand to the retail counter when the barometer 
returns to “fair.” 


What’s Happening to the 5 and 10? Modern 
Packaging, June, 1959, pp. 91-96. [J-E.M.] 

The original 5 and 10 stores are emerging into 
department stores for the masses. To accomplish 
this, variety store merchandisers are emphasizing 
the role of packaging and adopting self-service. 
The variety store operators want packages that 
improve store appearance with better styling, that 
will reduce pilferage and markdowns, that will 
facilitate stock handling and inventory, that will 
provide for automatic reordering, that will speed 
the sale and will increase the unit sale, and that 
will meet the store’s particular display require- 
ments. A number of variety store chains have 
solved the problem by creating separate packaging 
departments. 


Grand Union’s Biggest Super Super Market. Super 
Market Merchandising, December, 1958, pp. 
48-51. [W.L.] 

Grand Union's new super supermarket, located 
in Paramus, New Jersey, is a complete departure 
from the other foods-and-goods centers previously 
established. This market is a discount center cov- 
ering 85,000 square feet. It sells virtually every- 
thing for the home and family at discount prices. 
The store is an example of Grand Union's policy 
of building outlets to anticipated volume rather 
than to meet fixed size limits. Eight more super 
supermarkets are in process. 


Better Space Management And Color Strips Boost 
Canned Vegetable Sales 19%. John E. 
Lewis, Progressive Grocer, March, 1959, pp. 
52-6o. [J.s.w.] 

Another space management test is reported on 
in this article. This time the canned vegetable 
section was the guinea pig, proving that even a 
prosaic segment of the food retailing business can 
be profitably revamped. Essentially the stock was 
grouped and colored strips were used to indicate 
the location of each separate variety. Seven prin- 
ciples of space management were used: 
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. All items in a given product group were 
displayed together. 

. Merchandise was faced in relation to quanti- 
ties purchased. 

. Best-selling categories, and best-selling items 
in categories, were given preferred positions. 

. Overlapping of product categories was mini- 
mized. 

. Slow sellers were eliminated. 

. Special display areas—called “slots”—were 
built into each department to relieve shop- 
ping monotony. 

. Color-keyed price molding strips were used 
to make selection easier. 


Year’s Top Packages: Designers Use Subtle Imagery 
to Win Sales. Special Report, Printers’ Ink, 
April 10, 1959, pp. 21-27. [J-E.M.] 

Last year’s estimated packaging volume of $12.5 
billion is indicative of the industry’s importance 
to our economy. Printers’ Ink asked a group of 
package designers to outline the objectives of 
their package designs and to analyze the elements 
incorporated into the design to attain the stated 
objectives. Over 100 packages form the back- 
ground for this article. 

Most of the designers felt that packages were 
becoming less blatant. For example, Walter Lan- 
dor says: “There’s a growing awareness of the 
sensitivities of consumers. The package that ap- 
pears too aggressive when the consumer is using 
the product arouses hostility toward the product. 
As soon as the advertiser's personal interests show, 
you've defeated half the aim of making the con- 
sumer respond positively.” 

Other points discussed by the nation’s top 
package designers were: (a) the attempt to pro- 
duce new images for products, (b) consumer sensi- 
tiveness to good design, (c) color as related to 
consumer consciousness, (d) the use of the package 
to promote new product uses, and (e) the cre- 
ativity involved in new package design solutions. 


Industrial Catalogs: Salesmen in Print. Goldalie 
Frank, The Management Record (con- 
densed from Management Methods, Feb- 
ruary, 1959), April, 1959, pp. 48-50. [J-M.R.] 

In planning a selling catalogue the author sug- 
gests two questions that must first be answered: 

A) What kind of buyers constitute your market? 

B) What kind of buying action do you want? 

Turning to catalogue content, he suggests the 
following guides: 


. Show your products visually. 

. Describe your products completely. 

. Answer all the questions your customers most 
frequently ask. 

. Emphasize your products’ exclusive features. 

. Counter your competitors’ claims (subtly, of 
course). 

. State your prices simply and clearly. 

. Help your prospect take his first step toward 
buying. 
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Supermarket Style Feeding Replaces Standard 


Cafeteria. Chain Store Age—Restaurant Edi- 
tion, June, 1959, pp. 20-21. [G.F.] 


A segment of the public in New York City is 
being exposed to “supermarket style” feeding for 
the first time in the New York Life Insurance 
Building employee cafeteria. The operation feeds 
3,000 employees between 11:30 a.m. and 1:30 p.m. 
by using a combination of automation and super- 
market atmosphere that adds up to a unique in- 
stallation in which the self-service area is com- 
posed of a series of island counters which cuts 
down on long queues, disperses traffic easier, per- 
mits expandable fixturing, and increases customer 
satisfaction. Employees move from island to island 
selecting everything but the hot course which is 
served by a counterman at a steam table. Bever- 
ages are dispensed through pushbutton machines 
and mechanized Lazy Susans rotate displays of 
salads and desserts in high traffic zones. 


A Check List for Package Planning. Luigi A. 
Contini. Advertising Requirements, April, 
1959, PPp- 107-09. [J-E.M.] 

Every marketer concerned with package plan- 
ning and development will find this checklist a 
valuable guide. The list covers eight broad cate- 
gories with a series of specific questions for each 
category. The list was compiled through the 
years as a result of actual package design studies 
made at Pratt Institute and Rhode Island School 
of Design, both of which are noted for work in 
the field. 


Restaurant Chains Accelerate Shopping Center 
Plans. Chain Store Age—Restaurant Edi- 
tion, May, 1959, pp- 29-31. [G-F.] 

In 1957 the nation’s restaurant chains opened 
125 units in shopping centers. In 1958 they 
opened 150 units in centers. In 1959 restaurant 
chains plan 250 new installations bringing the 
total to 1,200 in shopping centers throughout the 
country by the end of the year. 


Planned Obsolescence: Rx for Tired Markets. 
Martin Mayer, Dun’s Review, February, 
1959, 40-41. [S.C.H.] 

Mayer feels that planned obsolescence, in the 
sense of consciously-planned timing of innovative 
introductions, accounts for a very small propor- 
tion of total product obsolescence, and has in- 
voked disproportionate attention and criticism. 
He also feels that management makes a mistake 
if it tries to schedule innovations (including hold- 
ing back new product introductions) in the face 
of competitive pressures. “The safest course is to 
rush ahead, full speed, and get your version on 
the market as quickly as possible”. 


Reallocation of Display Space Results in 23% 
Increase in Frozen Food Sales. George F. 
Kline, Progressive Grocer, April, 1959, pp- 
74°82. [J.s.w.] 

As costs continue to increase, the supermarket 
operator is more and more on the outlook for 
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ways of increasing the efficiency of his operation. 
Increased interest is being taken in the areas of 
stock control, inventory levels, and space alloca- 
tion. 

This article reports on the results of an experi- 
ment employing the latter technique. All that 
was done was to allocate space in the frozen food 
cabinets in direct relation to the sales volume 
received for each individual item. By means of 
careful sales audits it was possible to keep stock 
on hand and potential sales in close balance. This 
was done with little, if any, increase in costs, yet 
sales volume and gross margin increased 21 per 
cent and 26 per cent respectively. 


Bigness in Publishing. The Economist, March 21, 
1959, Spring Books Supplement, pp. 1-2. 
[F-M.] 


Between 35 and 50 books a year is a minimum 
output for a British publisher for the “general 
reader” if he wants to keep “a smart wife, a 
smart car and give smart parties.” Yet the 1,500 
odd British publishers average 8-9 books a year. 
Only 82 fall within the “smart” category. How 
do the “small fry” survive? Apparently publishing 
is only partly an industry: in part it’s a profes- 
sion; an amateur’s game; a sideline for business 
doing other things; a literary crusade. When the 
City (England’s Wall Street) gets behind a pub- 
lisher it’s because financiers yearn to do something 
cultural (or their wives do); they value the re- 
spectability of the anti-business world. Yet the 
secret of finding best sellers remains a secret, and 
the City men quickly learn that in the book 
production and marketing operation there are no 
standard rules of the game. 


17. PRICING AND PRICE 
POLICIES 


Price and Quota Agreements: Their Effect on 
the Quality of Rubber-Insulated Cable. 
K. Grossfield, Oxford Economic Papers, 
February, 1959, pp- 98-108. [s.c.H.] 


Highly competitive conditions in the rubber- 
covered cable industry in Great Britain in the 
late 1880s and 1890s led to the production of 
inferior qualities as a cost-lowering device. Price 
and production quota agreements developed by 
the Cable Manufacturers’ Association resulted in 
highly desirable quality improvement. Grossfield 
feels that this case illustrates a major weakness of 
anti-trust measures. 


Refusal to Sell—A Means of Achieving Resale 
Price Maintenance in Non-Fair Trade 
States. Herbert N. Lackshin, Texas Law 
Review, June, 1958, pp. 799-811. [s.c.H.] 


The author holds that in most cases the law 
permits manufacturers to refuse to sell price- 
cutters, although the danger of conspiracy charges 
always lurks in any concerted attempt to cut off 


discounters. To test his hypothesis that refusal to 
sell is not only a legal, but also an effective, means 
of resale price control, Lackshin conducted a 
survey of Austin, Texas retailers and found that 
most generally complied with manufacturers’ price 
su 


The Economics of Trading Stamps. Otto A. Davis, 
The Journal of Business, April, 1959, pp- 
141-150. [S.C.H.] 

The application of marginal analysis to the 
trading stamp problem suggests varying conclu- 
sions, depending upon the shape of the demand 
and cost curves (and assuming that the entrepre- 
neur makes the same calculations as the economic 
analyst). It can be demonstrated that under the 
proper conditions stamps can affect prices or out- 
put adversely, favorably or not at all. Conceivably 
partial distribution of stamps can be used as a 
device to discriminate between customers. How- 
ever, if one assumes that total commodity demand 
(for both goods that are sold and for goods that 
are offered as redemption prizes) in the economy 
is fixed, one can conclude that stamps can affect 
only the structure of prices and not the average 
level. 


Effects of Trading Stamps on Retail Competition. 
Ralph Louis Andreano, Journal of Re- 
tailing, Summer, 1959, pp. 87-99. [S.C.H.] 


Approaching the question of trading stamp im- 
pacts on prices and sales volume through marginal 
analysis, Andreano concludes that retailers with 
steep (inelastic) revenue curves are more able, and 
are more likely, to pass the cost of stamp plans 
on to the consumer than retailers with horizontal 
revenue curves. Since retailers use stamps to iso- 
late their curves from competitors as much as 
possible and to make them steeper, passing on of 
costs seems probable. Andreano also suggests a 
number of questions, especially concerning 
changes in market share between individual users 
and non-users, and between stamp-issuing “types” 
of stores and non-issuing “types”, for both the- 
oretical and empirical analysis. 


Price Variations in Automatic Washing Machines 
in Chicago, Illinois, among Different Types 
of Retail Outlets—1955 Versus 1958. Allen 
F. Jung, Journal of Business, April, 1959, 
133-140. [S.C.H.] 


This study repeats the design of one the author 
conducted in 1955 (Journal of Business, October, 
1958) and notes temporal shifts. As in 1955, dis- 
counts were readily available in all types of out- 
lets, although the gap between discount house and 
department store prices had narrowed signifi- 
cantly. The discount houses and the more con- 
ventional outlets are coming to resemble each 
other more and more closely in pricing, in price 
quoting methods, and in service. Discounts were 
larger in 1958 than in 1955. The author suggests 
that rising dollar prices and constant dealer per- 


centage margins (at list) may account for the 
increasing percentage discounts, since dealer dellar 
margins could remain constant in such a situation. 


Papers and Proceedings of the Seventy-first An- 
nual Meeting of the American Economic 
Association. American Economic Review, 
Supplement, May, 1959, p. 689. [s.c.4.] 

The annual A.E.A. proceedings contain a num- 
ber of papers of interest to students of marketing, 
although the fact that the meeting was devoted 
to the theme “The U.S. Economy in a World of 
Competitive Coexistence” tended to direct atten- 
tion away from problems of domestic marketing. 

Gardner Ackley, “Administered Prices and the 
Inflationary Process” and John M. Blair, “Admin- 
istered Prices: A Phenomenon in Search of a 
Theory”, both see fairly direct relationships be- 
tween price inflation and the prevalence of ad- 
ministered, rather than market determined, prices 
in our economy. Ackley stresses the tendency of 
prices based upon set percentage markups over 
costs to magnify demand-induced rises in the costs 
of labor and raw materials, while Blair empha- 
sized the oligopolistic nature of modern competi- 
tion and the use of target-return pricing methods. 
Their ideas are discussed by Gardiner C. Means, 
Richard T. Sheldon, Wroe Alderson and Martin 
J. Bailey. 

Ben W. Lewis, “Economics by Admonition”, 
holds that all cries for “business statesmanship” 
are likely to be self-contradictory, confused, un- 
heeded and unavailing; that business executives 
have to turn to profit-maximization to obtain 
operational rules for business conduct; which in 
view of increasing concentration of control, will 
lead to increasing direct governmental regulation 
of business activity. 

Geoffrey H. Moore, “The 1957-58 Business Con- 
traction: New Model or Old”, notes a number of 
similarities between the '57-’58 recession and vari- 
ous preceding declines, in duration, in severity, 
in scope, in shifts in output composition, and in 
the early decline in profit prospects and invest- 
ment commitments. Unusual features were the 
mild degree of financial distress, the stability of 
personal incomes, price stability, advances in 
hourly rates of pay, and abnormal decline of ex- 
ports relative to imports. 


The Middle Market for Broadloom Carpeting. 
Clarence Judd, Journal of Retailing, Sum- 
mer, 1959, Pp. 105-111. [S.C.H.] 

Judd argues that changes in retail advertising 
lineage records over time provide a good indica- 
tion of changes in relative sales volume (although 
the direction of causation is not indicated). Analy- 
sis of changes in broadloom carpeting advertising 
suggest that many carpeting producers and some 
retailers are missing promotional opportunities in 
the middle price ranges ($5-$10 per sq. yd.). 
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What’s Happening to Selling Terms? Richard 
Sanzo, Dun’s Review, February, 1959, pp. 
50-51. [s.c.H.] 


In response to competitive pressures, many man- 
ufacturers and wholesalers have been changing 
their selling terms. A study of about 1,500 compa- 
nies reveals that 16 per cent instituted changes 
between 1953 and 1958: 62 increased, while 81 
reduced or eliminated cash discounts; 56 in- 
creased the length of the regular discount period 
while 28 reduced it; 27 provided longer seasonal 
dating, while 3 reduced it. 


18. RESEARCH AND 
RESEARCH TECHNIQUES 


A Caste, A Culture, A Market. John McCarten, 
The New Yorker, November 22, 1958, pp. 
57-94, and November 29, 1958, pp. 57-108. 
[F.M.] 


This article is a depth biography of Eugene 
Gilbert & Co. (Youth Research, Promotions, Cam- 
pus Surveys). Gilbert's contributions are that 
American teenagers: (a) constitute a distinct and 
separate market with roughly ten billion dollars 
of “free” spending money; (b) are innovators and 
style-setters for older people; (c) can best be 
interviewed by teenagers themselves. 


News Pictures, Captions, and the Point of Reso- 
lution. Jean S. Kerrick, Journalism Quar- 
terly, Spring, 1959, pp- 183-198. [w.L.] 

A caption can change or modify the meaning of 

a picture. It can make the picture more “good” 
or “bad”, “sad” or “happy”. This article reports 
on the meaning-change which results from com- 
bining pictures with captions. Actual news photo- 
graphs clipped from a national news magazine 
were used for the study. Before the combinations 
of pictures and captions were tested, the captions 
and pictures alone were tested. This established 
the “point of resolution” for the picture-caption 
combinations. 


Research Spending and Prescription Business. 
American Druggist, May 4, 1959, cover. [D.R.] 
Correlating its own annual studies of prescrip- 
tion business with data supplied by pharmaceuti- 
cal manufacturers on their research expenditures, 
American Druggist finds that the growth in 
research spending has been followed by a corre- 
sponding growth in drug store prescription busi- 
ness. 

Covering the 10-year period from 1948 to 
1958, the report shows that research expenditures 
increased by 467 per cent, and that prescription 
volume rose 198 per cent. This clearly shows, 
American Druggist notes, the considerable stake 
which retail pharmacy has in the research ac- 
tivities of pharmaceutical houses. 


MARKETING ARTICLES IN REVIEW 


Statistical Services of the United States Govern- 
ment (Revised). U. S. Bureau of the Budget, 
June, 1959, pp. 111, 40¢. [K.A.c.] 


United States Government Organization Manual 
1959-60. General Services Administration, 
700 + pp., $1.00. [K.A.G.] 


The information, useful and available to mar- 
keting men from the U. S. Government at a 
nominal cost, is so extensive, so varied, and so 
changing, no one person or group of persons in 
or out of the Government could possibly know 
about all of it. There is no over-all listing possi- 
ble. Much of the data which marketing men use 
from other sources actualiy comes from U. S. 
Government sources. 

The “statistical services” document orients the 
reader by painting the over-all picture of sources 
in true perspective. Part I has a section on Or- 
ganization and one on General Principles and 
Practices. Part Il briefly describes “the principal 
economic and social statistical series collected by 
Government Agencies,” under about 50 classifica- 
tions. Appendix I describes the area of statistical 
responsibility for each agency. The document also 
acts as a sort of finder’s index. It indicates the 
possibilities and narrows the area of search for 
data on any particular problem, and thus saves 
time. Appendix II, an annotated bibliography, 
helps in this. 

The Government Organization Manual will be a 
useful adjunct in that it further clarifies the de- 
tailed organizational structure of the Government, 
and therefore helps indicate where first to search 
for particular data. 


Doctors with Most Contacts Adopt New Drugs 
Faster. Drug Trade News, April 20, 1959, 
p- 8. [D.R.] 


A study by Dr. Herbert Menzel of Columbia 
University Bureau of Applied Social Research 
shows that physicians who have the largest num- 
ber of professional and social contacts with other 
doctors are the quickest to adopt new drugs in 
their practice. 

The study covered 216 physicians in four cities, 
who were asked to name the other members of 
the profession with whom they had frequent con- 
tact. Those named by the most doctors proved to 
be the ones who most readily prescribed the latest 
drugs. 

It was also found that_the greater the number 
of medical journals re@ived by a doctor, the 
greater was his use of new drugs. 


Pharmacy Students’ Attitudes Towards the Drug 
Industry—(Senior Marketing Seminar Re- 
port). Marvin M. Smolan, Rutgers Univer- 
sity College, Newark, New Jersey, 1958. 
[M.M.S.] 

During the first six months of 1958, a senior 
marketing seminar at Rutgers University College 

(Newark) supported by a grant from Schering 
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Corporation, Bloomfield, New Jersey, conducted a 
nation-wide survey among pharmacy students. 
The objectives of the study were: 


1. To determine the students’ image of the 
pharmaceutical industry; 

2. To determine the students’ image of the 
leading pharmaceutical companies; and 

g- To gain an understanding of when and how 
these images are formed. 


A total of 2,238 questionnaires were mailed to 
53 accredited pharmacy schools. There were 1,032 
questionnaires returned by the students, repre- 
senting a 46 per cent response. In addition, 273 
personal interviews were conducted at 5 pharmacy 
schools in the metropolitan New York area. 


Models in a Behavioral Theory of the Firm. R. M. 
Cyert, E. A. Feigenbaum, and J. G. March, 
Behavioral Science, April, 1959, pp. 81-95- 
[s.c.H.] 


Using computer simulation techniques, the au- 
thors develop a mathematical model of a duopoly 
situation involving a dominant firm and a splinter 
competitor. The model differs from the ones used 
in conventional price theory in six ways: (1) it is 
built on a description of the decision-making 
process, calling for evaluation of competition, 
costs, and demand in the light of company objec- 
tives, (2) it embodies search theory to determine 
what alternatives (in what order) will be con- 
sidered in decision making, (3) it describes com- 
pany objectives change over time, (4) it tells how 
the companies adjust forecasts as the result of 
experience, (5) organizational biases, such as con- 
servatism, are built into the model, (6) a certain 
amount of “organizational slack,” or suboptimiza- 
tion, is built into the model. ' 

The model's market share and profit results 
are then compared with the actual 1900-1956 re- 
sults of competition between American Can Com- 
pany and Continental Can Co. The comparison 
indicate a surprising closeness of fit, especially for 
the market share predictions. 


Studies and Theories of Decision Making. Martin 
Shubik, Administrative Science Quarterly, 
December, 1958, pp. 289-306. [w.L.] 


This is the introductory article in the special 
issue of Administrative Science Quarterly on de- 
cision making. It serves the purpose of setting a 
framework for the four articles that follow by 
outlining “the scope of current decision-making 
analyses, the complimentaries that exist among 
the different approaches and the conclusions 
drawn by each approach.” A brief survey is made 
of aspects of decision making which has devel- 
oped from consideration of economic theories of 
the firm. Some generalizations, about decision 
making, suggested as a result of the five papers 
in this issue, are advanced. 


Need Help With Market Research? Your Biggest 
Answer Man—Uncle Sam. Frank M. Kleiler, 
American Business, February, 1959, pp. 
17-19. [W.L.] 

Provides a helpful checklist of available gov- 
ernmental publications of use to marketing man- 
agement. 


The Economics of Invention: A Survey of the 
Literature. Richard R. Nelson, The Journal 
of Business, April, 1959, pp. 101-127. [S-C.H.] 


A survey of the rich and fascinating literature 
developing on the subject of invention and in- 
novation suggests (1) that invention is strongly 
motivated by perceived profit opportunities, since 
the relationship between the “cost” of invention 
(determined largely by the state of scientific 
knowledge in the field) and the demand for in- 
ventions seems to determine the rate of techno- 
logical process within an industry; (2) the small, 
isolated inventor has been replaced by the modern 
large laboratory only to a limited degree, largely 
because the uncertainties of invention induce 
errors in the perception of profit opportunities in 
any particular line of investigation; and (3) in 
spite of considerable discussion of planning, budg- 
eting and control, most research laboratories 
operate under very loose control. 


An Analysis of 12 Million Inquiries. Daniel Starch, 
Media/scope, January, 1959, Part 1, pp. 
23-27; February, 1959, Part 2, pp. 38-43; 
March, 1959, Part 3, pp. 40-44. [J-E.M.] 


Dr. Starch has written a three-part article to 
report a three-year study based on inquiries from 
8,200 advertisements in national magazines. The 
study is new, but the article is similar to a 1930 
report entitled “An Analysis of Five Million In- 
quiries.” 

The study covers the following basic questions: 
How does size of advertisements influence re- 
turns? How does color in advertisements affect 
inquiries? Does position affect inquiries? Does lo- 
cation on a right- or left-hand page make a dif- 
ference? Does thickness of issue influence inquir- 
ies? Do inquiries vary by seasons? How does 
repetition of advertisement affect inquiries? Do 
inquiries follow advertisement readership? How 
much do inquiries to different insertions of the 
same advertisement vary? To what extent do 
inquiries vary by types of magazines? Do they 
follow circulation? How many inquiries do ad- 
vertisements bring? What kinds of offers and 
products bring inquiries? How fast do inquiries 
come in? How do coupons affect returns? Has 
the practice of soliciting inquiries increased or 
decreased? 

Actually, the article is monumental, and Dr. 
Starch is to be congratulated for allocating his 
staff's time to the study. Nineteen fundamental 
conclusions summarize the article. Indicative 
examples, selected at random, are: (a) four-color 
advertisements bring about 50 per cent more 
inquiries than black-and-white advertisements; 
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(b) right-and-left-hand page positions show no 
difference in number of inquiries brought; and 
(c) the average advertisement with a coupon 
brings 50 per cent more inquiries than one with 
a moderate charge offer. 


“Total Effect” is Called the Key to Meaningful 
Media Comparisons. Thomas E. Coffin, 
Media/scope, February, 1959, pp. 44-48. 

Dr. Coffin takes the position that attempts 
should be made to compare media. The first step 
is the development of comparable terms. As a 
point for discussion the formula of “total effect” 
is advanced. The basic formulation is that the 
“total effect of an advertising medium is the 
product of its audience size times its impact 
(Effect = Audience x Impact).” This formula is 
discussed in detail as a means of suggesting a way 
of thinking about media. The formula “attempts 
to sum up our intuitive insights into basic media 
fundamentals in a way which can enhance the 


creative process of media evaluation and selec- 
tion.” 


How to Judge Media Research Done by Mail 
Survey, Arthur J. Morgan, Media/scope, 
February, 1959, pp. 76-79. [J.E.M.] 

Mail surveys are used extensively by media 
these days. How valid are they? This article pre- 


sents a checklist of thirteen questions for specific 
evaluation. The points presented are pertinent 
and should prove useful not only to media men, 
but to anyone concerned with evaluating research 
executed by this technique. 


Buried Marketing Gold: Yours for the Digging! 
Stanley E. Cohen, Industrial Marketing, 
March, 1959, pp. 78-89. [J-E-M.] 

For anyone confronted with the problem of 
locating data in any of the various governmental 
organizations, this article is an excellent refer- 
ence. It covers extensively the sources of data 
available in Washington, carefully describes what 
data exist, and explains how to contact each 
office. A directory of business and services ad- 
ministration personnel is appended. 


ization Ends New Product Guesswork. 
Printers’ Ink, May 8, 1959, pp. 65-69. [J-E.M.] 


This article is a rep{t on the application of 
optimization techniques. The technique combines 
psychological study with mathematics. As re- 
ported, “ti: optimization research, the mathemati- 
cally-orienied psychologist not only measures the 
consumer desire for a given combination of in- 
gredients but he also plots a curve to predict at 
what combination consumer acceptance will be at 
its peak.” 

The technique is discussed in terms of as- 
sumed examples. A prediction is made that opti- 
mization will open a new area for consumer 
research. 


MARKETING ARTICLES IN REVIEW 


Advantages and Failings of Split Run Tests. 
Richard M. Seitz, Advertising Age, May 11, 
1959, 81-84. [J-E.M.] 


A split run is a technique wherein a publisher 
must so alternate copies within a defined area 
that copies have an equal opportunity to reach 
similar groups of readers. In addition, the ads 
tested must offer the reader something, such as a 
sample or a brochure. 

This article discusses at length eight advantages 
of split run testing, such as “replies at the very 
least indicate that readers have seen the adver- 
tisements.” Similarly, six disadvantages are ex- 
plained in detail. Four charts are presented to 
throw additional light on a series of questions 
asked about split run testing. Then the following 
list of “do’s” and “don’t’s” on split run testing 
is presented: (1) Get your objectives clarified 
before the test. Keep them in mind throughout 
the test, including evaluation of results. (2) Keep 
your test as simple as possible. (3) Don’t make 
the tests too complicated. (4) Have reasonable 
assurance that advertisements are sufficiently dif- 
ferent to justify testing. (5) Do not jump to con- 
clusions in evaluating results. 

Conclusions reached are that the technique is of 
research value but that further validation is 
needed of its ability to pick the advertisements 
that produce the greatest sales and that it fails to 
give real insight into consumer interests, reactions, 
and readership. The discussion should interest 
both researchers and advertising practitioners. 


Measuring Intercity Price Differences. Leo B. 
Shohan, Business Record, April, 1959, pp- 
176-180. [J.M.R.] 


After differentiating between price indices and 
cost-of-living indices, this article makes compari- 
sons in these two categories between five cities 
(New York, Boston, Chicago, Houston and Los 
Angeles) for selected quarters in 1956, 1957, and 
1958. Students of pricing will find this material 
most interesting and thought-provoking. It is not 
possible to review the statistical procedure. Suffice 
it to say that prices in Houston are lowest and 
those in Chicago highest of the five cities surveyed. 


Human Motivation—A Basic Factor in the Mar- 
keting Process. W. Dwaine Richins, Oregon 
Business Review, December, 1958, pp. 1-3. 
[F-A.B.,JR.] 


This study is an admonishment to market re- 
search people to stay out of motivational research 
unless also qualified in psychology and/or social 
studies. 

The author concedes that there exists causal 
(subliminal stimuli, etc.) factors important to 
motivation, but he feels that to assume that these 
are of major importance in consumer purchasing 
is an error. This contention is based on the theory 
that only a few items are bought by people with- 
out their actually making a conscious decision to 
buy. In other words, the author believes that the 
term “buying habits” is not very meaningful be- 


cause wherever applied it implies that purchases 
are made without benefit of a rational thought 
process. 

With these predications in mind the author goes 
on to say that factors more important to market 
research would be information as to how rational 
decisions are made. Such investigations, he feels, 
can only be creditably made by individuals quali- 
fied in Psychology. 


“How Do You Know if the Informant Is T 
the Truth?” John P. Dean and William F. 
Whyte, Human Organization, Summer, 
1958, pp- 34°38. 

Dean and Whyte review the factors, such as 
ulterior motives, bars to spontaneity, desires to 
please, and idiosyncratic factors that may distort 
an interviewee'’s responses. However, since inter- 
viewers are trying to gather information about 
human beings and not about completely consist- 
ent and rational machines, the subjective distor- 
tions themselves may constitute valuable data. A 
significant question for the researcher is “What 
do the informant’s statements reveal about his 
feelings and perceptions and what inferences can 
be made from them about the actual environment 
or events he has experienced?” 


19. RETAILING 


Drug Store Failures in 1958. American Druggist, 
April 6, 1959, p. 15. [D.R.] 


A report by Dun & Bradstreet shows that, of a 
total of 14,964 business failures recorded during 
1958, only 165 were tallied among retail drug 
stores. 

Out of 21 retail fields covered by Dun & Brad- 
street, drug stores show up as among the most 
stable. The drug trade failure rate last year was 
go per 10,000—higher only than the grocery and 
farm implement fields. At the top of the list were 
infants and children’s wear stores, with a failure 
rate of 193 per 10,000. 


Drug Store Modernization in 1958. Drug Topics, 
May 25, 1959, pp- 58, 63. [p.R.] 


In 1958, a total of 10,592 of the nation’s inde- 
pendent drug stores installed new wall and floor 
fixtures. Among the drug chains—those with four 
or more units—remodelling was undertaken by 
452 Stores last year. 

Other specific improvements installed during 
1958 include the following: (Figures represent the 
number of independent drug stores making each 
improvement during 1958) 


Improved prescription department: 5,788 stores 
Improved store lighting: 7,097 stores 

Add or replace air conditioning: 4,832 stores 
New exterior store signs: 6,176 stores 

New flooring: 4,967 stores 

New store fronts: 2,901 stores 

Modernized fountain: 3,045 stores 


Drug Store Sales by American 
Druggist, May 18, 1959, pp. 5-7- [D-R.] 

Annual study of drug store sales by departments 
finds that, in 1958—for the first time since the 
modern drug store began to take shape in the 
early years of this century—more than half of the 
drug trade’s total business (50.6 per cent) came 
from its professional departments. These are the 
departments devoted to goods and services directly 
related to health—prescriptions, packaged medi- 
cines, prescription accessories, sickroom products, 
and the like. 

This development has taken place despite the 
fact that the drug store, in order to be able to 
stay in business as the community's source of 
health goods and services, has had to take on an 
increasing variety of non-drug items. 

The study reports sales for each of 15 major 
drug store departments—with separate tabulations 
for each of the three major classes of drug stores: 
independents with fountains, independents with- 
out fountains, and chains. 


Just How Important Are Product Raters? Chemi- 


cal Week, February 14, 1959, Pp- 47. 49-59, 
52. [J-K.M.] 


A Chemical Week study of the effect of product 
ratings published by consumer-testing organiza- 
tions reveals that, contrary to most opinions, there 
is actually little to hope for or fear from a good 
or bad rating given by these groups. On the other 
hand, the long-term welfare of some specialty 
makers is threatened by the same organizations’ 
advocacy of consumer-oriented, antibusiness legis- 
lation. 

Most companies whose products have been 
tested stated that such ratings have very little 
effect on sales. One reason given was that the 
testing agencies’ reports have relatively low circu- 
lation compared to the total population, and 
thus are only a small factor influencing sales. 


Organizing Chain Variety Stores to Sell More 
Goods. DeFord C. Mills, Journal of Retail- 
ing, Summer, 1959, pp- 65-72. [S.C.H.] 


Five major organizational problems facing va- 
riety store chains are: (1) organizational emphasis 
upon buying rather than selling even though the 
major problems today are encountered in the 
latter area; (2) failure to develop distinctive store 
personalities; (3) inadequate provision for con- 
sumer research; (4) failure to develop adequate 
methods for merchandise planning and control; 
and (5) lack of adequate organizational control. 
Recognition of these problems suggests a number 
of guideposts to improved organization, involving 
mainly increased stature for sales promotional, 
staff, and planning operations. 


Merchandise Planning Organization in Depart- 
ment Store Chains. Richard M. Hill, 
Journal of Retailing, Summer, 1959, pp. 
73-79. [S.c.H.] 


Intensive study of the procedures used in for- 
mulating sales and merchandise budgets in ten 
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department-store chains indicates an amazing var- 
iation in the relative allocations of authority be- 
tween higher and lower echelons. Seven of the 
chains use a “bottom-to-top” approach, starting 
with tentative budgets prepared by store buyers, 
reviewed by store managers, and finally submitted 
to home-office management. Within this group 
there is considerable division of opinion as to 
how detailed the home office review ought to be, 
and how much guidance ought to be supplied to 
the stores. One chain concentrates practically all 
important merchandising decisions within the 
home office, while the remaining two seem to try 
to involve all levels of management in the plan- 
ning process. 


Improving Department Store Mail Order Opera- 
tions. Ralph B. Byrum, Retail Control, 
November, 1958, pp. 7-18; December, 1958, 
pp. 18-22. [s.c.H.] 


While department-store operators frequently 
look to mail order sales as an avenue for addi- 
tional revenue, recognition of the differences be- 
tween store and mail order activity is important. 
For example, sales data are the significant units 
in store stock control plans, whereas orders re- 
ceived from customers (regardless of their eventual 
disposition) are more important in mail order 
analysis. Stock control and “rebuying” are espe- 
cially important in mail order, because opportuni- 
ties to substitute for out-of-stock items are much 
more limited than in over-the-counter sales situa- 
tions. 


Retail Account Numbering. Eldon C. Higgins, 
Retail Control, January, 1959, pp. 33- [S.C.H.] 


Large retailers have become strongly interested 
in using code numbers, rather than customer 


names, to maintain accounts receivable records 
because of duplication and confusion between 
identical and similar names, increased speed of 
paper sorting under numeric systems, and adapta- 
bility to electronic accounting processes. A good 
numbering system should contain the fewest pos- 
sible digits for sorting efficiency; account numbers 
should be easily assigned with minimum opportu- 
nity for error; un-numbered items must be sus- 
ceptible to easy processing; the system should 
provide opportunity for adding type-of-account 
identification and similar data; the system should 
distribute new accounts evenly over the billing 
cycle, and the system should be completely com- 
patible with mechanical and electronic data proc- 
essing equipment. 

The author describes an Alphabetic Random 
Access in Numeric Sequence system (ARANS) 
designed to mect these criteria. He also discusses 
briefly the advantages of co-operative, uniform, 
city-wide numbering of accounts, a possible activ- 
ity now under discussion within the Controllers’ 
Congress of the National Retail Merchants As- 
sociation, publishers of Retail Control. 
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Discounters Hit Supers in Pricing Battle. Food 
Topics, April 20, 1959, pp. 2, 6, 8. [J.s.w.] 


In some areas of the United States discount 
houses are starting to challenge supermarkets in 
their own specialty, the low-price selling of food 
products. Food Topics sent survey teams into three 
trading areas in the New York City area. Their 
job was to price a shopping list of brand name 
products in the staple food category in food- 
selling discount houses and in a number of 
different supermarkets. 

The results were generally inconclusive. In one 
area the discount house sold a market basket of 
food items at prices ranging from three to five per 
cent lower than in the food chain outlets in the 
vicinity. Many odd patterns were discovered and 
some interesting explanations, as well as recom- 
mendations, are presented. 


The Impact of Taxation on Capital Expenditure 
Programs and Management of Working 
Capital. Benjamin Parker, Retail Control, 
March, 1959, pp. 9-60. [s.c.H.] 


Given certain reasonable assumptions concern- 
ing tax, depreciation, expense and rental rates, a 
department store can enjoy a substantial cash 
saving over a sixty-year period by erecting its 
buildings and branches under amortized loan ar- 
rangements, rather than through engaging in the 
now-popular sale and lease-back rental procedure. 

The use of a loan will, of course, unfavorably 
influence the picture of the firm's asset and lia- 
bility structure appearing on the balance sheet 
at any one moment; but the second part of this 
article suggests that, in any event, conventional 
balance sheet ratio analysis is almost meaningless, 
at least for the department store business. Com- 
parison of the conventional ratios for a number 
of leading retailers indicates that differences in 
business and accounting practices can produce 
grossly dissimilar figures for equally prosperous 
firms. 


Women In Pharmacy. American Druggist, Feb- 
ruary 9, 1959, PP- 5-9- [P-R.] 

In the light of the manpower shortage currently 
facing the pharmaceutical profession, American 
Druggist has conducted a survey of the extent to 
which women can be counted on to help relieve 
the shortage. 

The survey shows that, out of a total of 111,938 
pharmacists in the nation, 7,722—or 6.9 per cent— 
are women. In the medical field for comparison, 
15, per cent of all practitioners today are women. 


About t Store Selling. R. H. Myers, 


Delta Sig, May, 1959, pp. 108-112. [J.E.M.] 


Dr. Myers explores the reasons for the question- 
able status of retail selling in department stores. 
The weaknesses of department store organization 
are advanced as one of the important causes. Vari- 
ous department store organization structures are 
analyzed because “poor retail salesmanship to a 


great extent stems from the illogical grouping of 
function and a lack of clear division and defini- 
tion of authority and responsibility for the 
selling function.” 

A suggested organization chart is delineated in 
which the buying and selling functions are sep- 
arated. The store superintendent and the sales 
promotion manager report to the vice-president 
of sales to implement the selling function, and 
the merchandise manager and the building and 
operation manager report to the vice-president of 
production to give expression to the buying and 
operating function. This novel two-fold division 
suggests a number of advantages over the four- 
fold orthodox functional division originally recom- 
mended by Paul Mazur in the 1920's. 


The Merger Movement in Retail Food Distribu- 
tion 1955-1958. (Chicago: The National As- 
sociation of Retail Grocers, 1959), 29 pp. 
[J-s.w.] 


The recent decision of the Federal Trade 
Commission to challenge the merger activities of 
some of the major food retailers of the country 
came as somewhat of a surprise, not only to the 
management of these firms but also to objective 
students of food retailing in the United States. 
What the eventual outcome will be is hard to 
say. This little booklet gives some inkling as to 
one possible source of political pressure in the 
case. At least this reader was reminded of some 
of the political maneuverings revealed in Pala- 
mountain's fine little book, The Politics of Dis- 
tribution. 

The National Association of Retail Grocers 
(NARGUS) is a national trade association of inde- 
pendent grocery retailers, and this brochure, ob- 
viously, expresses an anti-chain store point of 
view. The claim is made that in the years under 
study at least 2,657 locally operated food stores 
have been absorbed (“swallowed up” is the termi- 
nology used in the booklet) in mergers. These 
stores were doing an annual sales volume of 
$2,82, 530,000. The study is confined to a total of 
160 “cquisitions made by 68 food chains. 

The principal causes of the merger drive are 
stated to be the present federal tax structure and 
the presence of opportunities for price discrimina- 
tion and unearned promotional allowance avail- 
able to the bigger concerns. Contributing forces 
are: lack of trained management, inability to ob- 
tain choice store location sites, high interest 
rates, fear of strikes, and others. The recommenda- 
tions include: (1) an annual census of economic 
concentration in the industry; (2) the strengthen- 
ing of the antitrust laws and their enforcement; 
and (3) a thorough investigation into the causes 
and effects of retail food mergers. 


The Retail Inventory Method. (San Leandro, 
California: Friden, Inc., 1958.) [s.c.1.] 


The retail method of inventory (under which 
the “cost or market, whichever is lower” value of 
a closing inventory is determined by reducing its 


book retail value by the store’s or department's 
cumulative markon percentage) has enjoyed in- 
creasing use since its development by Professor 
McNair and the N.R.D.G.A. This booklet pro- 
vides an excellently written overview of the 
method, plus more detailed discussion of such 
problems as inter-departmental transfers. 


Will the Big Discount Houses Invade Your Mar- 
ket? John A. Richard, Electrical Merchan- 
dising, March, 1959, pp. 56-58. [S.c.H.] 


Basically an account of a “pup” store opened 
in York, Pennsylvania (pop. 60,000) by Master's, 
Inc., a New York City discount house chain, this 
article predicts a discount house tendency to ex- 
pand into small communities either through 
wholly-owned branches (as in this case) or through 
franchising of independent dealers. 


Now Roads Are Lined with Sales. E. B. Weiss, 
The American Salesman, December, 1958, 
pp. 88-89. [s.J.s.] 

Led by modern gas stations and discount houses, 
smart retailers are now starting another revolution 
in distribution along the highways following the 
much-discussed population movement out of the 
cities. Highway potential has already attracted 
such establishments as New York City’s Lord & 
Taylor which opened a branch about twenty-five 
miles out of town on Route 22, and the Hecht 
Co. which has branches on the outskirts of both 
Washington and Baltimore. The big food chains 
are moving out, too. In California, Safeway super- 
markets function on highways, apart from shop- 
ping centers. 

In the near future it is expected that some 
50,000 or so highway stations will add a broad 
range of nonautomotive products and probably 
develop into a completely new form of retail out- 
let that will duplicate the expansion of drugstores 
in more traditional locations. 


1958 Food Store Sales Up 4.9% —Reach $48.275 
Billion. Robert W. Mueller, Progressive 
Grocer, April, 1959, pp. F-1 to F-21. [j.s.w.] 


Once again Progressive Grocer provides a valu- 
able service through its annual recapitulation of 
the past year’s food retailing results. The year 
1958 was another good one, as it was the nine- 
teenth consecutive time that a new all-time high 
sales volume was achieved. Some of the more 
significant facts to be gleaned from the great 
quantity of statistical data presented are: 

Sales of all grocery stores reached $48.275, bil- 
lion, an increase of 4.9 per cent. 

Independent stores reached sales of $29.65, bil- 
lion, a gain of 4.7 per cent, while chain stores hit 
$18.625, billion sales volume, for a 7 per cent 
increase. 

The breakdown between chain and independent 
food store sales volume was 61 per cent by inde- 
pendents and gg per cent by chains. 

Average per capita food store sales of “house- 
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hold” population in 1958 were $314. 

The 1958 gain in food sales was largely due to 
a rise in retail food prices which were on an 
average 4.6 per cent higher than in 1957. Thus, 
the net increase in food sales volume was actually 
only 0.3 per cent. 

Non food sales reached $1,820 million. 

The average number of items handled in a 
food store reached 5,600 in 1958 contrasted with 
867 in 1928, 3,750 in 1950, and 5,144 in 1957. 

A host of trends are highlighted. An evening of 
study material is to be found in these twenty-one 


pages. 


Centers in High Gear. S. O. Kaylen, Chain Store 
Age, May, 1959, pp. E29-E53. [J.s.w.] 

This article contains Chain Store Age’s Seventh 
Annual Report on Shopping Centers. The indus- 
try, to number some 3,700 centers by the end of 
1959, has become largely professionalized. No 
longer are amateur developers able to survive in 
the increasingly competitive environment. The 
shopping center has become “big business,” with 
an estimated forty billion dollars sales volume in 
1959- Thus, centers are accounting for twenty per 
cent of all retail sales, or twenty-five per cent if 
the sales of automobiles are excluded. 

The report explores current trends in shopping 
center development, leasing, financing, and pro- 
motion activities, as well as economic analysis as 
applied to the industry. Pictures abound. There , 
is a twelve-page tabulation of current leasing 
arrangements. Many useful tips are given to the 
business firm about to venture into a shopping 
center location. 


20. SALES MANAGEMENT 
AND SELLING 


Increase Sales the Q-and-A Way. G. A. Florez, 
The American Salesman, August, 1958, pp. 
35°37 

The application of psychology to selling is 
revolutionizing sales training. A number of lead- 
ing companies are teaching their sales trainees to 
use planned sales questions in place of the tradi- 
tional canmied sales talk as psychologists have 
demonstrated that telling frequently does not re- 
sult in communication. 

On the other hand, skillful questioning tends 
to draw out the prospect and overcome his initial 
resistance. The prospect sells himself while 
talking about his needs. 

The salesman trained in the new psychological 
techniques becomes more perceptive and learns 
how to adjust his sales tactics to keep them in 
tune with prospect reactions. 


Six Sins of Sales Supervision and How To Prevent 
Them. Robert B. Ross, American Business, 
February, 1959, pp. 7-11. [W.L.] 

A survey of some 2,000 salesmen representing a 
cross section of wholesaling, manufacturing and 
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service companies revealed six areas of dissatisfac- 
tion: 1) inadequate contact with the boss, 2) too 
much red tape, 3) doubts about a selling career, 
4) supersensitivity to disappointments, 5) lack of 
well-organized work habits, and 6) working late 
and on Saturdays. Ways in which companies have 
overcome these problems are described. 


How To Build Sales On Past Successes. Paul Rob- 
erts, American Business, February, 1959, pp. 
29-32. [W.L.] 

Sales training is discussed as one of the effective 
tools in increasing the profitability of company 
operations. An approach to a sales training pro- 
gram is outlined, based on the actual sales activi- 
ties of the best company salesmen. 


Salesmen £valuated by Objective Criteria, not 
by Personal Opinions. American Business, 
February, 1959, pp. 41. [W.L.] 

A performance inventory chart for evaluating 
salesmen is presented. The chart, which is com- 
pleted by the immediate sales supervisor, has been 
developed during the past five years and is being 
used successfully by Kaiser Aluminum and 
Chemical Sales. 


When Your Prospect Is Confused. Dr. Ernest 
Dichter, The American Salesman, October, 
1958, pp. 2-8. [S.Js.] 


Psychological market research reveals that to- 
day’s prospect is perplexed by the multiplicity of 
choices. Which combination of products and serv- 
ices will best meet his economic and social needs? 

Recent field studies reveal that at least one of 
several factors affects the motivations of every 
prospect on the salesman’s list: 

1. Today’s market has confusing variety—not 
only among brands but among satisfactions avail- 
able. Many would-be buyers literally don’t know 
where to begin. 

2. No one can be an expert in all lines of 
goods and services. So in making a selection most 
prospects require advice. 

g- The need for social status is a compelling 
reality to nearly every consumer. People have a 
deep need to show themselves in the proper light 
by wearing the “right” clothing, driving the 
“right” car, etc. They are apprehensive lest they 
buy below their status or above it. 

4. Today's prospect while compelled to buy in 
conformity with his social class position, also 
seeks self-expression from his purchases. In other 
words the merchandise must flatter his self-image. 

It is obvious, therefore, that to help the pros- 
pect make an intelligent purchase decision, the 
salesman must not only keep himself well-in- 
formed of the benefits and disadvantages of many 
different products and services, but must also be 
a connoisseur of what is proper for each of the 
social class positions. 


How To Outsell a Reciprocal Buying Setup. 
Gertrude Charloff, The American Salesman, 


March, 1959, pp. 7-11. [S.J5.] 


One of the industrial salesman’s toughest road- 
blocks to sales is the practice of reciprocal buying. 
Among larger firms 50 to 70 per cent of sales 
volume may be transacted on a reciprocal basis. 
Most sales managers agree that reciprocal buying 
is definitely on the increase and will become a far 
bigger problem in the near future. 

The salesman who faces the biggest reciprocity 
difficulties is usually in an industry where product 
quality and prices are generally uniform and com- 
petitive. In these cases, sales experts agree there's 
relatively little a salesman can do except to 
continue to call in hopes that conditions will 
change. 

On the other hand, when the product or service 
is significantly different in some way, the sales- 
man has a better chance because as a rule pur- 
chasing agents don’t like reciprocity. In such 
instances some of the following sales tactics might 
be employed effectively: (1) give the purchasing 
agent facts and figures on how he can save more 
than the possible loss from any reciprocal orders 
involved, (2) help the purchasing agent present 
these facts to his superiors who probably origi- 
nated the reciprocal buying arrangement in the 
first place, (3) enlist the help of your sales man- 
ager and other top management executives who 
have friendly relations with the firm being sold, 
and (4) meet the prospect's reciprocity require- 
ment by getting permission for your company’s 
purchasing agent to place a small token order. 


How Many Salesmen Do You Need? Walter J. 
Semlow, Harvard Business Review, May- 
June, 1959, pp. 126-132. [J.M.R.] 


The author presents a new method for deter- 
mining the optimum number of field salesmen in 
terms of sales volume, dollar profit, percentage 
of profit on volume, and percentage of profit on 
investment. The various steps in the process are 
as follows: (1) Determine the sales potential for 
each of present salesmen’s territories. (2) Sales 
performance in each territory in dollars. (3) Di- 
vide the dollar sales in each territory by the per 
cent of potential in each territory (this gives the 
dollar sales for each 1 per cent of potential). (4) 
Transfer these findings to a graph after sorting 
out irregularities due to varying abilities and ex- 
perience and to the fact that some territories may 
have been worked longer than others. (5) From 
the resulting trend line, tables can be prepared 
showing dollar and percentage profits for varying 
sizes of sales forces. 

Although certain assumptions must be made, 
the author has found this a useful technique in a 
number of radically different industries such as 
furniture, mill supply, paper converting, station- 
ery, and other lines. Marketing managers and 
marketing research people concerned with sales 
analysis will find this approach quite interesting. 
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nae Talent Shortages: How To Find 1,000,000 
Good Salesmen. Printers’ Ink, March 27, 


1959, Pp- 21-28. [J.E.M.] 


This special report sums up the current status 
of salesmen and sales careers among the students 
of high schools and colleges. Selling’s image has 
not changed during the past decade. Few students 
consider selling a desirable career; some feel that 
a person is a salesman because he lacks the com- 
petency to do something “better.” 

One of the current and future tasks is to de- 
velop a more favorable image. The other task is 
to encourage 987,072 new people to enter selling 
in order to keep pace with the population in- 
crease between now and 1970. The article's sug- 
gested solutions to these two major problems 
should be beneficial to both marketers and edu- 
cators interested in increasing our nation’s em- 
ployment and gross national product. 


Sales Techniques for ’59. Nation’s Business, Jan- 
uary, 1959, pp. 38, 39, ff. [R.L.c.] 


Several important trends in working toward an 
improved profit position are pointed up by recent 
interviews by Nation’s Business with a number of 
top sales executives. 

Among the most noticeable trends is the in- 
crease in mass or committee selling. Whereas a 
salesman used to call on an individual outlet and 
deal with the manager, he may now make his 
presentation before a purchasing committee that 
in turn supplies the individual outlet. 

Another important trend concerns market au- 
diting. Indications are that management will seek 
more effectively to find out what is its return on 
the money and time put into sales. Modern man- 
agement techniques are beginning to make this 
difficult task a little easier. 

Another fundamental trend is the increasing 
difficulty in predicting individual consumer be- 
havior when both discretionary spending and con- 
trol over leisure time are rising rapidly. Over- 
coming this difficulty depends upon prompt 
feedback of essential information by field sales- 
men as well as the use of elaborate tests and 
surveys in depth. 

Emphasis on getting feedback from salesmen is 
an important part of the trend toward better 
communications. Also dissemination of the right 
information is of growing concern to companies. 


Selling in the 1960’s: How To Get People To Spend 
$170 Billion More. Printers’ Ink, May 22, 


1959, pp. 21-27. [J-E-M.] 


The marketing task that confronts the United 
States during the next decade is discussed against 
a background of domestic and foreign competi- 
tion. The demographic and socio-economic trends 
now developing are then analyzed. All of this 
means that marketing should do a more accept- 
able job in the market place. There must ensue 
more sales at a lower cost per sale and at a 
greater profit, and distribution must be acceler- 
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ated to reach 207,000 people by 1969. Fifteen 
selling problems, pertinent to achieving this ob- 
jective, are discussed. 


Laying Down The Credit Line To Salesmen. 
Chemical Week, March 14, 1959, pp- 91-92, 
95- [J-K.M.] 


Giving sales trainees a basic outline of a com- 
pany’s credit policies is becoming more common 
in the chemical industry. Credit executives believe 
the plan is an asset in improving the often 
touchy sales-credit relationship, encouraging ex- 
change of information, helping salesmen to un- 
derstand credit problems and the significance of 
credit in marketing. 

Ways of meshing credit orientation with sales 
training vary widely. A recent survey by National 
Supply Co. indicates that in some firms it’s merely 
a matter of the sales trainee spending a few hours 
in informal conference with the sales manager. 
Other firms schedule lectures by the credit man- 
ager. 


Exhibitions Can Sell Your Products. §. K. Bennett, 
The New Zealand Manufacturer, March, 
1959» PP- 54°59. [L-P.D.] 

In the United States there are currently more 
than three thousand exhibitions and trade shows; 
in foreign countries, over two thousand trade fairs 
where United States products are displayed. At- 
tendante at these runs into several millions. This 
article develops significant reasons for active par- 
ticipation in these exhibitions and trade fairs by 
manufacturers and merchandisers. 

Among those developed by the author are: (1) 
trade fairs provide the means to present to a 
large number of prospective buyers merchandise 
or equipment in actual operation which is too 
heavy or too bulky to take to individual buyers; 
(2) a large volume of sales can be made on the 
spot, thus saving large promotional expenses in- 
curred in visiting individual buyers; (3) a trade 
fair provides potential buyers with opportunities 
for making comparisons of competitive products; 
and (4) experience has shown that trade fair 
visitors are usually qualified and interested pros- 
pects. 


Motels Come Full Circle. The Economist, March 
14, 1959, 976. [F.M.] 

Analysis of the economics and sociology of the 
change in merchandising of highway traveler ac- 
commodations from the Uncle Tom's Cabin (way- 
side shacks with hard beds, primitive furniture, a 
single naked electric bulb, small oil stove and 
cold running watcr, $2 to $3 a night for two per- 
sons) to the Resort Motel or Motor Court or 
Lodge (wall-to-wall capeting, bath as well as 
shower, large cupboards, radiant heat, a dressing 
table, air conditioning and free television in all 
rooms, a restaurant, swimming pool, children’s 
playground, baby sitting service and accommoda- 
tions for pets). 
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21. STORAGE AND 
TRANSPORTATION 


Goods on the Move: New Horizons in T: 
tion. Thomas Kenny and Carl Heyel, Dun’s 
Review and Modern Industry, June, 1958, 
pp- 63-126. [R.L.c.] 


This report appears as a special feature and is 
based on discussions with scores of experts across 
the country. A detailed survey of traffic manage- 
ment and physical distribution methods in 517 
companies filled out the current picture on what 
management is doing in this important field. 

This article will be of particular interest to 
those concerned with physical distribution. 


Highway Legislation at the State Level. Arthur 
C. Butter, Distribution Age, October, 1958, 
PP- 75, 123- 
This article presents, in capsule form, a sum- 
mary of highway legislation enacted by various 
states during 1958. 


Integrating Your Transportation for Profit. 
Thomas Kenny and Melvin Mandel, Dun’s 
Review, June, 1959, pp. 60-153. [S.Cc.H.] 


This special report to management takes note 
of the increased attention modern firms are de- 
voting to the problems of physical distribution. 
Alert managements seem to be treating this area 
as a significant, integrated whole rather than as 
a collection of miscellaneous and marginal ac- 
tivities. Increasing emphasis is being placed upon 
academic training, rather than carrier experience, 
in developing traffic managers who are now ac- 
corded higher status in the organizational frame- 
work. 

The special report emphasizes such technical 
developments as the spread of piggyback truck-on- 
railcar haulage; a comparison of various piggy- 
back plans for the use of the shippers’, the motor 
carriers’ or the railroad’s trucks; the widespread 
growth of containerization; the need for standard- 
ization of containers; the use of fishyback (truck 
or container on ship) for both inland waterway 
and overseas shipments; the advantages of tailor- 
made or customized freight cars; the use of traffic 
manuals to standardize and improve performance 
within traffic departments; the advantages and 
pitfalls of private trucking; and, of course, im- 
proved methods of materials handling. 


Minimizing Transportation Costs with Shipper 
Cooperatives. Edward W. Smykay and Irene 
Shiele, Journal of Retailing, Summer, 1959, 
100-104. [S.c.H.] 


In recent years retailers have become increas- 
ingly interested in the use of shippers’ co-opera- 
tives to effect important savings in in-bound 
freight. Intensive analysis of one such co-operative 
demonstrates important savings in freight costs 
on many commodities, as well as an improvement 
in service for small and medium sized stores. 


Large department stores with sufficient volume 
to maintain their own pool car arrangements 
cannot gain as much from the co-operative. Prob- 
lems of shipment from resource to co-operative 
consolidation point create the most significant 
disadvantage for the operation. 

It seems reasonable to assume that the question 
of whether transportation economies achieved 
through the co-operative will be passed on to the 
consumer depends upon (1) method of allocating 
freight charges, (2) techniques of stove organiza- 
tion, (3) price policy of the store, and (4) com- 
petitive pressure. 


A Regional Production and T tion 
Model. Edward B. Berman, Management 
Science, April, 1959, pp. 319-326. [W.L.] 

This paper describes a model which is a com- 
bination of a regional production linear program- 
ming model and a transportation model. The 
model which essentially studies short-run effects, 
balances the inflow and outflow of transportation 
carriers (freight cars, locomotives, barges, and 
trucks) at each point in the system. It provides 
for an optimal choice of production locations and 
processes, modes of transportation, and routes to 
be used. 


Facsimile Speeds Distribution Orders. Distribution 
Age, April, 1959, pp. 56-57. [w-L.] 

This article describes an improved communica- 
tions system being used at the Wire and Cable 
Department of General Electric. The system which 
is built around instant longhand transmission of 
production information and telegraphic transmis- 
sion of orders provides key men with faster sched- 
uling and inventory information. It helps shrink 
the distance between product development and 
actual production. 


A W A Convention Sees Warehouse of Tomorrow 
and P Progress Projected at 
A M A. Distribution Age, May, 1959, pp. 

62, 64-65. [W.L.] 
Presents in brief some of the highlights of the 
American Warehousemen’s Association and the 


American Management Association's Packaging 
Conference and Exposition. 


Automation in Retailing. Journal of Retailing, 
Spring, 1959, pp. 1-57- [S.c.H.] 


This special issue of the Journal of Retailing 
reports retail installations of new electronic, me- 
chanical and electro-mechanical devices and notes 
both limitations and successes. 

Robert I. Jones and John R. Spellman, “The 
Electronic Potential in Retailing,” discuss the 
opportunities for electronic data processing in 
credit analysis, merchandise control, measurement 
of customer preferences and expense control. 

Ralph H. Ely, “Promise of Automation in Ac- 
counting and Control,” describes the Sales-Tronic 


— 


and other systems for recording transactions at 
the point-of-sale. 

“How Machines Improve Merchandising,” by 
Bernard W. Smith and Herman Radolf, shows 
how improved transaction data can be used to 
obtain better balance between stocks and sales. 

Robert H. Myers’ “Automation on the Selling 
Floor” describes an impressive array of devices 
that substitute mechanical ingenuity for human 
labor. 

Milton Woll writes on “Automation and Mech- 
anization of Materials Handling”, while William 
H. Masterson discusses “Current Equipment for 
Textile Testing.” 

Derek Knee, “European Merchants Look at 
Automation”, reports some interesting British 
and European experiments in retail automation. 

In a summary article, “Future of Automation 
in Retailing”, Gordon B. Cross notes that retailers 
have to deal with two flows, one of which con- 
cerns the movement of merchandise through the 
channel, while the other brings customers into 
contact with the goods. 


Jumbo Tankers Roll to a Rate Roadblock. Chem- 
ical Week, February 7, 1959, pp- 45-45, 48. 
[J-K.M.] 


Jumbo tank cars, twice the size of standard cars 
and capable of carrying up to 20,000 gallons of 
cargo, are meeting both warm enthusiasm and 
marked misgivings from chemical shippers. 

The shippers welcome the economies in leasing 
rates, purchase price, demurrage and handling 
charges, but are cool to the rate system that has 
been imposed by railroads. The railroads propose 
regular rates for the first 10,000 gallons shipped 
and a rate thirty per cent under the conventional 
cost on the remainder of the car’s contents. 

There are two principal objections by chemical 
shippers. The first relates to freight equalization. 
Because some customers would not need a 20,000 
gallon shipment, suppliers would be under pres- 
sure to allow freight equalization on shipments 
in normal-size cars. The second objection relates 
to commodities similar in nature, but offered in 
a range of densities. The jumbo tank cars are 
largely limited to materials weighing less than 
9.3 pounds per gallon. Smaller jumbos, of 16,000- 
18,000 gallons capacity, could serve to carry 
denser solutions. The result would be that pro- 
ducers would probably have to absorb freight 


charges on materials shipped in the smaller jum- 
bos. 


The T M Talks on the Private Car. Distribution 
Age, February, 1959, pp. 58-59, 75-76. [W.L.] 

As of the end of 1957 it is reported that there 
were over 300,000 privately owned railroad cars. 
These include both company owned cars and 
those owned by leasing companies. This article 
evaluates some of the reasons for owning private 
cars and the accruing advantages and limitations. 
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Choice and Risk. Behavioral Science, january, 
1959. [S.C.H.] 


The January issue of this interdisciplinary jour- 
nal published by the Mental Health Research 
Institute, University of Michigan) is very largely 
devoted to decision making under varying condi- 
tions of risk. 

Ernest W. Adams and Robert Fagot, “A Model 
of Riskless Choice”, present a formal model for 
individual choices among pairs of alternatives 
involving only two components, in situations 
where no risks are incurred. (The model might 
be applied, for example, to consumer choices be- 
tween two colors or two models of a given prod- 
uct.) 

“A Model for the Experimental Measurement 
of the Utility of Gambling,” by Halsey Royden, 
Patrick Suppes, and Karol Walsh, suggests modifi- 
cation of customary risk models to take into 
account the satisfaction that gamblers desire from 
the act of gambling itself. 

An experiment reported by Alvin Scodel, Phil- 
burn Ratoosh, and J. Sayer Minas in “Some 
Personality Correlates of Decision Making Under 
Conditions of Risk”, indicated that bettors select- 
ing high-probability, low-payoff risks (as distin- 
guished from those more inclined to gamble at 
higher odds) are more other-directed, more so- 
cially assimilated, and more middle-class oriented. 

“Critiques of Game Theory,” summarized by 
Anatol Rapport, lead him to conclude that the 
applications of the theory so far have been rather 
disappointing but that the theory holds great 
promise for the future in addition to its present 
heuristic value. 


No Simple Solution to Comparison of Media. 
Solomon Dutka and Lester R. Frankel, 
Media /scope, March, 1959, pp- 54-63. [J-E-M.] 


A theoretical model for a mechanism of adver- 
tising is suggested as a means of measuring ad- 
vertising effectiveness. There are three elements 
in the mechanism: (1) the communication process, 
(2) the process of influence, and (3) the actual 
purchase of a product. Each element is discussed 
at length and illustrated by adequate schematic 
visualizations. The writers feel that theoretical 
models must be conceived for further advance- 


ment in media comparison and determination of 
advertising effectiveness. 


Community Prestige and the Choice of Sources of 
Farm Information. Herbert F. Lionberger, 
Public Opinion Quarterly, Spring, 1959, 
pp- 110-118. [G.F.] 


In a study conducted in a “trade area” com- 
munity in northeast Missouri the tendency for 
farmers to look up the prestige ladder in choosing 
persons as sources of farm information is of such 
magnitude and consistency that it could not have 
been due to chance. Information, like water, com- 
monly flows downhill. 


Book Reviews .. . 


S. WATSON DUNN, Editor 


Baker, ADVERTISING LAYOUT AND ART DIRECTION 
Duncan and Phillips, RETAILING: PRINCIPLES AND METHODS .... 


Nelson, THE SELECTION OF RETAIL LOCATIONS 


Alexander, DIRECT SALESMAN'S HANDBOOK 


Jose 
Converse, THE BEGINNING OF MARKETING THOUGHT IN THE 


UNITED STATES 


Howa 
Alevizos, MARKETING RESEARCH: APPLICATIONS, PROCEDURES ‘ 


AND CASES 


Packard, THE STATUS SEEKERS 


Larrabee and Meyersohn, editors, MASS LEISURE 


Cheskin, WHY PEOPLE BUY 

Weber and Karnes, INDUSTRIAL LEADERSHIP 
Bratt, BUSINESS FORECASTING 

Davis, CYCLES AND TRENDS IN TEXTILES 


Isabel B. Wingate 


Gass, LINEAR PROGRAMMING: METHOD AND APPLICATIONS .. Richard B. Maffei 
Ferguson and Sargent, LINEAR PROGRAMMING: FUNDAMENTALS 


AND APPLICATIONS 
U. S. INCOME AND OUTPUT 


Heiser, BUDGETING PRINCIPLES AND PRACTICE 


Richard B. Maffei 


Miller, CAN CAPITALISM COMPETE? A CAMPAIGN FOR AMERI- 


CAN FREE ENTERPRISE 


Hoover, THE ECONOMY, LIBERTY AND THE STATE 
Ratti, PROBLEMI DEL TRAFFICO AUTOMOBILISTICO A ROMA ....Malcolm S. MacLean, Jr. 


Haring and Yoder, TRADING STAMP PRACTICE AND PRICING 
POLICY 


ADVERTISING LAYOUT AND ART DIRECTION, 
Stephen Baker. (New York: McGraw-Hill 
Company, Inc., 1959. Pp. 326. $13.50.) 

It's refreshing to see a well thought out ex- 
planation of such provocative statements as, 
“Effective advertisements are often created 
without one or more of the standard elements 
. .. picture, headline, text, signaiure.” Or 
“How to work with copyrighters . . . and like 
them, too.” 

Stephen Baker, author of Advertising Lay- 
out and Art Direction, has the knack of delv- 
ing deep into the basic problems of the art 
director. He explains, on very readabie pages 
of text and illustrations, the broad concept of 
having to play two roles—the skilled craftsman 
and the business executive. 

Here is a reference manual and “bible” for 
every advertiser's art department, agency, and 
retail store. For the beginner it provides a 
very accurate picture of what goes on behind 
the scenes and the challenges of the profes- 
sion. For those of us who have been battling 


Donald G. Halper ...... 


the daily problems of advertising for these 
many years, it furnishes a down-to-earth ap- 
proach to assignments which appear daily on 
the bulletin board. 

It is the first book of this kind to give a 
practical, comprehensive explanation of the 
techniques of art direction and layout, 
pointers for working with the staff and clients, 
and good, worth-while methods to use in the 
production of an ad. It is a “must” for every 
advertising school reading list and the perma- 
nent library of every advertising department. 

DONOVAN A. EASTIN 
Dayton’s (Minneapolis) 


RETAILING: PRINCIPLES AND METHODS (Fifth 
Edition), Delbert J. Duncan and Charles F. 
Phillips. (Homewood, Illinois: Richard D. Irwin, 
Inc., 1959. Pp. xvii, 793. $7.50.) 

The first edition of this text appeared in 
1941. Since that date, and through subsequent 
editions, the authors have revised, reorganized, 
and added material to develop the present 
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highly regarded text in retailing. The fifth 
edition is, like its predecessors, in step with 
current developments, While the basic organi- 
zation remains the same as that used in pre- 
vious editions, significant new materials have 
been added. 

An entirely new chapter entitled, “Epilogue: 
Ferment in Retailing,” has been developed as 
a concluding chapter for the text. This chap- 
ter emphasizes the dynamic character of re- 
tailing, and discusses the manner in which the 
retail structure is adapting itself to the social 
and economic changes taking place. Chapters 
IV and VI have been enlarged to give added 
emphasis to the development of shopping 
centers, branch stores, and the increasing im- 
portance of self-selection. Chapter VII and 
VIII on personnel management have been 
revised to emphasize the growing importance 
of human relations in retailing. 

Problems growing out of Sunday and night 
openings, and problems of trade union rela- 
tions have also received attention. Material 
has been added to Chapter X in recognition 
of the growth of the rack jobber; and new 
data on the use of mechanical and electronic 
equipment to aid the buyer are to be found 
in this chapter. 

Chapters XV, XXIII, and XXIV emphasize 
new developments in the accounting aspects of 
retail management. Chapter XVIII has been 
partly rewritten to include more material on 
telephone and mail order selling. Sections of 
other chapters have been rewritten to include 
suggestions made by teachers and others 
familiar with the text. 

Statistical data, always a strong element in 
the text, have been brought up to date. The 
supplementary readings suggested at the end 
of the chapters have been revised to include 
the more recent books and articles. Many 
recent articles from journals and trade pub- 
lications are suggested as readings on current 
developments in retailing. Also included as 
an appendix is a chart relating chapters of the 
text to the problems found in three of the 
current case books used in retailing. For those 
desiring to use cases to supplement the text 
material, this chart will prove very helpful. 

In this edition the authors have done a 
commendable job of blending the descriptive 
material essential to an understanding of our 
retail structure with material suitable to the 
study of retail management. This has been 
accomplished by emphasizing the managerial 
aspects of retailing while using the descriptive 
material as a framework. Teachers will find 
the book well organized and adaptable to the 
needs of the classroom. Practitioners will find 
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the book a reference well worth keeping at 
hand. 

DWIGHT GENTRY 
University of Maryland 


THE SELECTION OF RETAIL LOCATIONS, by Rich- 
ard Lawrence Nelson. (New York: F. W. Dodge 
Corporation, 1959. Pp. x, 422. $9.00.) 

Though its emphasis is upon shopping 
centers and the economics of location, this 
book is rather broad in scope. The author de- 
fines “retail store” as “any place that is visited 
by the consumer himself to purchase goods or 
nonprofessional services.” This is a departure 
from the usually narrow meaning in the litera- 
ture. In addition, the text ranges from an 
examination of methods small business men 
might use to make decisions about location 
through real estate developers’ problems with 
respect to the location of shopping centers. 
City planning and central business district re- 
development problems are also considered. 

The volume has five parts. Part I sets the 
background for the ensuing presentation. A 
brief history of the development of central 
business districts is followed by a discussion 
of present-day trends toward decentralization 
of retailing activities, the movement to the 
suburbs. Cities are divided into four types: the 
large commercial city, the medium size city, 
the small rural trading center, and the 
suburban community. Associated with each is 
a set of factors influencing retailing activities 
and retail location. Changes in merchandising 
techniques and their effects on location are 
also discussed. ; 

Part II deals with selection of locations. Of 
particular interest is the author's “Principle 
of Compatibility” (if two businesses are ad- 
jacent and as a result do more volume to- 
gether than each would do separately, they are 
considered to be compatible). This “principle” 
is reduced to a mathematical formula in order 
to measure the degree of compatibility among 
different types of retail stores. 

Compatibility calculations depend on cum- 
ulative attraction, the clustering of similar re- 
tail establishments in order to take advantage 
of the drawing power of the group. Given this 
attraction as a necessary condition, the author 
has developed a compatibility table for each 
of the four types of cities. These tables give 
convenient indices of the relative compati- 
bility of many types of retail stores. 

The final chapters of this part discuss 
choices between downtown and suburban 
locations and locational problems peculiar to 
banks and savings and loan institutions. 
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Part III presents techniques available to 
analyze the specific location and to determine 
its suitability. In such analysis, correct esti- 
mates of sales volume are significant not only 
to the retailer but also to others who may 
have interest in the enterprise—the landiord 
and the shopping center developer. As 
methods of estimating retail sales volume, 
Reilly’s Law and the “vacuum technique” are 
considered. However, the Real Estate Re- 
search Corporation, of which Mr. Nelson is 
president, has developed another method, 
the “microanalysis technique”; this method, 
though more costly to use than the others, 
in the opinion of the author, is superior to 
them. It is discussed in some detail and is 
applied in the analysis in Part IV. 

Part IV deals with analysis of locations for 
shopping centers. Shopping centers are typed 
and locational criteria are enumerated. There 
follows an examination of research methods 
for economic analysis of shopping centers. In- 
cluded are techniques for delineating trade 
areas, for gathering information about popu- 
lation, family size, and other pertinent vari- 
ables, and for evaluating and interpreting the 
data. Types of shopping center designs are 
presented: the L-shaped center, the Hub, the 
Strip, and the Mall. Each has its place, but 
there are situations in which one becomes 
more effective than the others. 

Since free and ample parking are major 
attributes of a shopping center, a proper de- 
termination of parking requirements is essen- 
tial to the success of the development. Mr. 
Nelson presents techniques for measuring the 
amount of parking space required and princi- 
ples to be followed in planning parking lay. 
out. 

The last chapter of this part deals with leas- 
ing, financing, management, and promotion 
of centers. 

Part V deals with new trends in retail loca- 
tion. Individual store leasing procedures are 
presented. A chapter is devoted to rehabilita- 
tion of older shopping districts as exemplified 
by the Ft. Worth Plan and others. There is al- 
so an examination of city planning. 

In the last chapter, the author concludes 
that current trends toward park-and-shop re- 
tailing facilities and changes in the character 
of downtown areas will continue. Therefore, 
there is a need for continuing analysis of and 
dynamic approaches to retail location selec- 
tion. 

The appendixes include samples of leasing 
agreements, by-laws and budgets of merchant 
associations, and checklists used to gather and 
record data associated with the research. 


This book might have had greater impact 
had Mr. Nelson included more statistical data 
dealing with the development, application, 
and results of methodology and research in 
specific cases. Notwithstanding, it contains 
many provocative ideas. 

The text is primarily directed toward the 
practitioners, principally those interested in 
real estate and its development. Still, all who 
have some interest in the various facets of re- 
tailing will benefit from reading it. There is a 
need for a body of knowledge regarding the 
more systematic selection of retail locations. 
If the methodology presented here could be 
proven empirically in a sufficient number of 
cases, it would represent a major contribution 
to theory. 

JAC GOLDSTUCKER 
Sacramento State College 


DIRECT SALESMAN’S HANDBOOK, by Roy Alex- 
ander. (Englewood Cliffs, New Jersey: Prentice- 
Hall, Inc., 1959. Pp. xii, 244, $4.95.) 

Mr. Alexander does what he sets out to do 
in providing a compilation of anecdotes and 
“how-to” techniques for men and women in 
the direct selling field. The author defines 
direct selling as taking the product or service 
directly to the customer. He states that, “In 
most cases there are no wholesalers, no dis- 
tributors, no retail-like channels of supply in 
Direct Selling. You buy it from the man who 
makes it. You sell it to the person who's going 
to use it.” This handbook, then, is directed to 
salesmen selling less than five per cent of the 
nation’s manufactured consumer goods. 

Few books are as exclusively oriented 
toward the direct selling field as is Mr. Alex- 
ander’s Direct Salesman’s Handbook, and 
herein lies his contribution. In addition to 
bringing many of the basic techniques of sell- 
ing to bear upon the direct sales field, he 
stresses self-direction and time management as 
important factors for sales success. Emphasis 
is placed on self-management, ways to find 
customers, planning a sale, meeting customers, 
demonstrating, handling objections and clos- 
ing sales. This reviewer was disappointed in 
fincing only the usual “basics,” but the author 
clothes these elementary points in colorful 
anecdotes along with an array of “names” and 
this-is-how-they-did-it type of narrative. 

In addition to writing a worth-while tech- 
niques book for the direct salesman, the 
author has another credit. If he planned his 
book to be a morale booster by painting a 
picture of worthiness of purpose and priming 
the confidence of those engaged in the direct 
sales field, he should succeed in this goal. He 
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has done this well, aided by a lively, bright 
and direct style. Even techniques that are 
“clownish” have a certain dignity when pre- 
sented by Mr. Alexander. He has one believ- 
ing that the salesman who stands outside the 
door pretending to slap mosquitoes in order to 
gain entrance is doing a creative job of sell- 
ing, for after all he has to get into the home 
if he is going to do a favor for the housewife 
by selling her his merchandise. 

This is a valuable handbook for the novice. 
It is chock-full of brief success stories. Further- 
more, the author presents a pleasantly-flavored, 
palatable, easily-digested packet of elementary 
sales fundamentals. Using the detailed sales 
steps and “tricks of the trade” in this “how-to” 
book as a crutch, the neophyte should be off 
to a running start. But while the beginner will 
find much of value to orient him and initiate 
him into the field of direct selling, the experi- 
enced salesman will have the feeling that he 
has seen it all before. 

Although the author purports his intention 
to keep “theory” to a minimum, this lack of 
theory is the major shortcoming of the book. 
Perhaps many salesmen in direct selling are 
only interested in “how-to.” But the salesman 
interested in understanding the “why” or the 
educational and psychological principles be- 
hind the techniques of selling will have to 
look elsewhere. It is the reviewer's viewpoint 
that if the book had contained more theory 
and fewer anecdotes, the beginning salesman 
would be off and running, but without a 
crutch. Then, too, it would have been a 
“must” reading for the novice and for the 
experienced salesman as well. 

JOSEPH W. THOMPSON 
Michigan State University 


THE BEGINNING OF MARKETING THOUGHT IN 
THE UNITED STATES, by Paul D. Converse. (Aus- 
tin, Texas: Bureau of Business Research, The Uni- 
versity of Texas, 1959. Pp. 89. $1.50.) 

In the spring of the 1958-59 school year Dr. 
Converse was Visiting Professor of Marketing 
at the University of Texas. This small volume 
represents a collection of material designed 
for the use of his graduate classes and pub- 
lished as a bulletin by the University’s Bureau 
of Business Research. In four brief chapters 
the author discusses marketing thought prior 
to 1900, developments in marketing from 1900 
to 1939, some leading pioneer scholars, in- 
cluding sketches of Scott, Calkins, Hall, 


Butler, Frederick, Parlin, Shaw, Cherington, 
Weld, Sammons, Nystrom, Stevens, Douglas, 
Duncan, Copeland, Secrist, Clark, Russell, 
Moriarty, and Starch, and a discussion of con- 
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tributions to marketing from 1925 to 1939. 
There is a concluding summary of references, 
which should prove of value to future students 
of the growth of marketing in the United 
States. 

It appears to have been the hope of the 
eminent author that by combining his per- 
sonal reminiscences of some of the pioneers 
with a rapid survey of the development of 
marketing theory it would be possible to pre- 
sent something of utility to those who are 
now teaching and working in the field or who 
will be students of the subject in the future. 
This work does not pretend to be the final 
word on the subject but it may inspire some 
one to undertake the penetrating and com- 
prehensive treatment which marketing de- 
serves. 

HOWARD K. NIXON 
Columbia University 


MARKETING RESEARCH: APPLICATIONS, 
CEDURES AND CASES, 
wood Cliffs, New Jersey: 
Pp. xi, 676. $8.50.) 
This book, according to the author, is de- 

signed to provide “not only the essential back- 
ground information” for the study of market- 
ing research, “but also the opportunity to 
apply the methods and techniques of market- 
ing research.” The author feels that “perhaps 
the most valuable part of this project is the 
augmentation of the discussions by 73 case 
studies, designed to convey to the reader and 
student of marketing research an appreciation 
of the problems involved in the conduct of a 
research study. These cases are documented, 
actual case histories, chosen to enable the 
reader to expand and refine the knowledge 
he has gained in his study of the material 
herein presented.” 

Part One of the book deals with the “Nature 
and Scope of Marketing Research” which on 
nineteen pages can hardly provide “the neces- 
sary preliminary insight into the mechanics of 
marketing research” even if one places empha- 
sis on preliminary. This failure, however, is 
partly overcome in Part Two (“Marketing Re- 
search: Its Procedures, Methods, and Tech- 
niques”) and in Part Three (“Specialized Ap- 
plications of Marketing Research”) which 
completes the 73 actual case histories. 

Introductions to the cases are helpful in 
providing understanding of the problem the 
specific research tried to solve. In order to 
answer the questions that follow each case, 
the student would be helped greatly if brief 
bibliographies of suggested reading had been 
listed. For example, the cases can hardly be 
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properly evaluated and the posed questions be 
correctly answered if no detailed study of 
questionnaire construction, sample design, 
consumer research and motivation research 
has gone on before. References to books on 
these and other research methods and tech- 
niques are essential since the author refrains 
from stating whether the cases are good, 
mediocre, or poor examples of marketing re- 
search. In the opinion of your reviewer, all 
three categories are included. 

Moreover, the student is not told of the 
misuse to which Case 71, “Impact Method for 
Evaluation Advertising” and Case 72, “Use of 
Recognition and Recall Technique in Ad- 
vertising Research” have been widely sub- 
jected. Neither is he told of the serious 
limitations of these advertising research tech- 
niques, introduced in 1949 and 1932 respec- 
tively. Your reviewer, who is a great believer 
in teaching by case histories, also believes that 
without such frank discussion about the merits 
of the techniques involved, some will inad- 
vertently become promotions of marketing re- 
search methods which are seriously questioned 
by a good number of research practitioners 
and teachers alike. 

The author is to be commended for his 
effort to augment the study of marketing re- 
search theory with so many case histories 
which usually are not easy to come by. In 
some instances quality has been sacrificed for 
quantity. The extent of details given is often 
astounding, but in reproducing page after 
page of original tables, tabulations, and ques- 
tionnaires, the print becomes so small that it 
is hardly legible. It is therefore doubtful 
whether the student actually will labor 
through Tables 5 and 6 (pp. 613-616) “How 
much of each industry is in each state?” and 
“The industries that comprise each area's 
industrial market,” and whether he and the 
teacher will be able to decipher the question- 
naire example given on pp. 156-158. 

In spite of the book’s shortcomings as a 
study and reference work, the author's con- 
tribution in producing such a detailed volume 
must be recognized. It is hoped that a second 
edition of the book will be published in two 
volumes, providing room for guidance in ap- 
plying the cases to problems the student will 
surely encounter once he becomes a marketing 
man. Without such guidance there is danger 
that the case histories will later be used as 
examples to be duplicated, rather than re- 
studied as guides in the solution of new and 
ever changing marketing problems. 

DIETRICH L. LEONHARD 
George Fry & Associates 


INTERVIEWING PROCEDURES, A MANUAL FOR 
SURVEY INTERVIEWERS, by J. Stacy Adams. 
ae Hill: The University of North Carolina 

. 1958, Pp. 56. $1.00.) 

Dr. Adams’ Manual largely fills in an im- 
portant vacuum in practical literature for 
marketing research practitioners. Because this 
manual is fairly brief, fairly simply written, 
paper-bound, priced low even by the single 
copy (with further discounts for quantity pur- 
chases), and because it covers completely and 
explicitly all essential details of area proba- 
bility sampling at the interviewer level, it 
should be of considerable value to organiza- 
tions conducting field surveys. 

Several excellent manuals for interviewers 
have, of course, been published before—such 
as those of the N. O. R. C., the Survey Re- 
search Center of the University of Michigan, 
and the U. S. Department of Agriculture (an 
early edition of the last named manual is re- 
printed in full on pages 351-375 of Basic 
Methods of Marketing Research, by Lorie and 
Roberts). None of them was available for 
widespread distribution by other organiza- 
tions, and all were too specifically related to 
their sponsors’ particular activities. Hence the 
need for this new manual. 

I have only four criticisms: (1) The man- 
ual gets underway slowly, starting with 
general background discussion of surveys, 
which might better have been placed after the 
discussion of interviewing. (2) The language is 
often too technical. Contrast it with the bril- 
liant simplicity of style, understandable by 
almost anyone, in the Department of Agri- 
culture Manual referred to above. (3) The 
area probability method is the only form of 
sampling discussed. The manual should cover 
methods of achieving maximum accuracy in 
filling quotas and other non-probability 
methods of sampling. (4) It might well dis- 
cuss other methods of conducting surveys, such 
as observation, inventory counts, telephone 
interviewing, etc. 

Otherwise, the book is very well done and 
deserves to be widely used. 

RICHARD L. EDSALL 

Montreal 


THE STATUS SEEKERS, by Vance Packard. (New 
York: David McKay Company, Inc., 1959. Pp. viii, 
376. $4.50.) 

In this book, as in his previous book, The 
Hidden Persuaders, Packard seizes upon a 
large complex of activities in the current 
American scene and proceeds to discuss it in 
an atmosphere of exposure, revelation, and 
moral trepidation. This helps to attract atten- 
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tion to the phenomena he observes and gives 
them a liveliness and currency they might 
otherwise escape. 

Qualitative research in his earlier work, 
and social class in America in The Status 
Seekers, are made to appear somewhat villain- 
ous as well as titillating due in part to their 
supposedly covert character. 

Although this book is bound to be a best- 
seller, it also is likely to disappoint people 
who may have been intrigued to hear about 
the “hidden persuaders,” but who are less apt 
to be surprised by “the hidden barriers that 
affect you, your community, your future.” 
Another reason for the lesser popular appeal 
of this book is that it is a more serious work, 
requiring some conceptual grasp of modern 
sociological matters. 

The thesis is that America has an increas- 
ingly demarcated social class system, a system 
which more and more frustrates the striving 
for advancement in status. The existence of 
social-class differentiations, of striving, and of 
some of their consequences are described at 
length. 

The main body of the book consists of thir- 
teen chapters showing how status factors affect 
thirteen areas of American living. These are 
home, address, job rankings, corporate stratifi- 
cations, clothing purchases, behavior patterns, 
sex, friendship, memberships, religion, politi- 
cal affiliation, schools, and status measuring 
indexes. 

After exploring the ramifications of status 
in these various areas, Packard points to some 
of the strains produced by status striving, and 
to the particular ways Jews are affected. He 
discusses “nine pressures toward a more rigid 
society.” These include automation, special- 
ized pre-job schooling, fragmentation of skills, 
bureaucracy, isolation of employees from man- 
agement, big unions, constricted socializing, 
political appeals to ethnic and economic blocs, 
and residential sifting of social groups. His 
final discussion debates some arguments for 
and against maintaining class lines, and closes 
with recommendations relating to the use of 
education especially for keeping the social 
status system fluid. 

Packard’s materials are drawn from a 
variety of sources. He relies heavily on several 
social scientists who have made studies of 
social class, especially Warner, Baltzell, Hol- 
lingshead, McCall, and the groups at the 
Chicago Tribune and Social Research, Inc. In 
addition, he uses conclusions based on his own 
travels, observations, and interviews, often 
highlighting his points with anecdotes from 
his personal experience. 
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Only the reader who insists most blindly 
on an equalitarian philosophy can conclude 
there is not a well-defined status system in 
America, and one which repercusses in a num- 
ber of troublesome ways. It is probably valu- 
able for a popular book to disseminate this 
not uncommon sociological knowledge. Pack- 
ard’s style is easy to read, most distinguished 
by the fact that it rarely gets in the way of 
the anecdotes he tells; these are often more 
amusing than alarming, and one suspects the 
author knows it. 

In his eagerness to arrive at some independ- 
ent assessment of the social-class situation 
which he derives so heavily from other 
sociological writings, one of Packard’s con- 
tributions is the decision to call the group 
usually known as the lower-middle class, the 
limited-success class. This evaluative phrase 
seems calculated to foster some of the strains 
of striving he frets about. 

This minor example may reflect the mixed 
feelings that lurk in Mr. Packard’s viewpoint. 
Although he says he favors an open-class sys- 
tem, he seems quite critical of advertising 
which thrives on the advantages of an open- 
class society and its status variations. From the 
evidence he cites, it is not really clear that 
the status system is becoming more rigid; 
some observers believe the contrary is the case. 
Also, he does not seem clear on how there can 
be fluidity in a social system if striving does 
not occur, if people are not motivated to 
change their status, their circumstances, and 
their gratifications. His solutions are often 
feeble, naive, or merely righteous gestures at 
amelioration. 

His final chapter rather curiously falls back 
on the fostering of education, with a tone of 
resignation to the fact that since workers can- 
not get very far without a college degree every- 
one should have his chance at higher educa- 
tion. There is, of course, the possibility that 
this will only further the rigid talent-elite sys- 
tem described by Stimson Bullitt in his current 
volume, To Be A Politician. Nevertheless, 
since there will probably always be social 
hierarchies, The Status Seekers may stimulate 
some thinking about the bases for the one we 
have and the ones we are moving toward. 

SIDNEY J. LEVY 
Social Research, Inc. 


MASS LEISURE, edited by Eric Larrabee and Rolf 
Meyersohn. (Glencoe, Ill.: The Free Press, 1958. 
Pp. x, 429. $6.00.) 

Featured on the cover jacket of this volume 
is an illustration of a man in what appears to 

be a grey flannel suit. He is reclining in a 
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low-slung butterfly chair—if, indeed, reclining 
is what one does in such a contraption—and is 
reading a book clearly identified as Mass Cul- 
ture (Rosenberg and White, eds., The Free 
Press, 1956). Leisure, apparently, is what one 
engages in when reading Mass Culture in a 
butterfly chair. By analogy, I suppose, culture 
is what emerges when one reads Mass Leisure 
in a straight-backed library chair. 

Actually, there is a more obvious symbolism 
to this illustration. As the editors state in 
their introduction, the present book is in- 
tended as a companion volume to the earlier 
Rosenberg and White collection, and they 
share many features. Together, the two com- 
pendia have helped pull together some of the 
principal contributions to the substantial but 
dispersed literature of popular culture in 
these United States. The earlier volume fo- 
cused on the consumer products of our cul- 
tural industries. This one deals principally 
with the ways in which Americans use the 
“time on our hands’—the time of the fourth 
dimension, not the Time of the Fourth 
Estate. 

Mass Leisure was published under the aus- 
pices of the Center for the Study of Leisure 
at the University of Chicago. Eric Larrabee, 
formerly an editor at Harper's Magazine, cur- 
rently occupies a similar position with The 
American Heritage. Rolf Meyersohn, a soci- 
ologist trained at Columbia, is listed as re- 
search director of the sponsoring organization. 

The editors contend that the concern of 
the book is primarily with leisure “as a social 
phenomenon ... as a (social) ‘problem,’” 
and not as a pursuit of the privileged few, as 
it once was. To put it in the words of a song 
hit from a Broadway musical of some years 
back: “when the idle poor become the idle 
rich,” and its aftermath. This situation was 
brought about by the release of time that 
accompanied the development of our modern 
industrial democracies, but it carries with it 
several bedeviling paradoxes. Not the least of 
these is that we are now beset with “anxiety 
over a subject that was traditionally associated 
with ease and relaxation.” And this sets the 
major theme for the volume. 

To develop this theme and set it in its con- 
temporary context, the editors have done a 
discriminating job of selection. There are 
some 40-odd articles featured here, from al- 
most an equal number of sources. If this selec- 
tion may seem somewhat diverse and diffuse 
to the reader, it is only because it reflects the 
diverse and unsystematic nature of this area. 
The range is a wide one in terms of type, 
scope and style—as it must be in any such col- 
lection, this particular one even more so. 


Obviously, a review of this scope cannot dis- 
cuss all the selections, so perhaps a sampling 
of the sample will suffice. 

The book begins with a full-page reproduc- 
tion from the Oxford Dictionary, and ends 
with a several-hundred-item bibliography on 
leisure, dating back to 1900. The former is 
obviously mainly of esoteric value, but the 
latter is the most comprehensive thing of its 
kind and one which will be of paramount 
value to all students of mass leisure, casual or 
otherwise. In between, the reader can have 
his pick of most anything his particular pref- 
erences dictate—from speculative essays to 
Chi-square tables, from Paul LaFargue’s 1848 
defense of the “right to be lazy,” to Woody 
Heron's report of the McGill experiments on 
sensory deprivation, a century later. 

Among other items, the line-up includes 
Jean Piaget's analysis of play in children, and 
Nelson Foote’s study of sex play among 
adults. There are treatises on rural entertain- 
ment, and on the leisure-time pursuits of ur- 
ban high society, not to forget suburban 
gardening. Sports in America are subjected to 
scrutiny, as are summer-time vacations. Hob- 
bies get their share of attention, and so do the 
growth of fads and drinking patterns. 

Of very substantial value to the researcher 
are several statistical reports on the distribu- 
tion and expenditures for various leisure-time 
activities. Offsetting these, or better still, 
placing them into some perspective, are sev- 
eral excellent essays on contemporary Ameri- 
can leisure patterns, most notably those by 
Margaret Mead, Russell Lynes, and David 
Reisman. Other contributors include Aldous 
Huxley, Bertrand Russell, Max Picard, Johan 
Huizinga, Cleveland Amory, the editors of 
Fortune, and many others. Obviously there 
are some strange bed-fellows in this assort- 
ment, but it is that kind of collection—diversi- 
fied if not totally eclectic, widespread if not 
totally representative. 

There is bound to be a _ considerable 
amount of tongue-wagging in such a com- 
pendium. But there are also many precious 
moments when the tongue is definitely in 
cheek. On occasion, it is also thrust out in 
the open, taunting the reader not only to 
think for himself but also to do-it-yourself. 

All this makes for a most penetrating 
analysis of a significant segment of the Ameri- 
can scene. It also makes for entertaining read- 
ing. For the marketing specialist, it has obvi- 
ous value and interest—partly because our 
leisure activity constitutes a good-sized chunk 
of the market-place, and, even more impor- 
tant, because it helps structure our over-all 
social context. 
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Personally, I am still left with at least one 
nagging question: Just what does mass leisure 
include, and what does it not include? As 
Silicus, the Sage of Saskatoon, once said: 
“Leisure is what you are doing when you are 
not doing anything.” Or—leisure, shmeisure, 
as long as you're actively relaxing! 

PERCY H. TANNENBAUM 
University of Wisconsin 


WHY PEOPLE BUY, by Louis Cheskin. (New York: 
+ Publishing Corporation, 1959. Pp. 319. 


With this book Cheskin not only knocks at 
the door of motivation research for admission 
but aspires to be titular head of the club. 

His well-researched title, Why People Buy 
(admittedly chosen to attract as many readers 
as possible) and his “dedication” to the “man 
who makes marketing decisions” (with ample 
space provided for a more personalized and 
hand-written dedication) imply that this is 
another well-documented and scholarly text 
to join the ranks of Newman, Henry, Smith, 
et al., which would provide a frame of refer- 
ence for the marketing man interested in MR. 

This is not the case. At best it is a rehash of 
“indirect measures” and package te 
which Cheskin has talked about for 1». _, 
years. At worst it is a grandiose commercial 
for the Color Research Institute and tech- 
niques used by this organization. 

To get at some really inieresting and in- 
sightful case studies dealing with package, logo, 
and ad tescs at the end of the book, the reader 
is asked to endure endless anecdotes, personal 
memorabilia, quick snappy solutions to some 
rather complicated problems such as the in- 
troduction of the Edsel automobile, shaggy 
dog stories, unsupported and outspoken gen- 
eralizations and theories about sputniks, hy- 
drogen bombs, and guided missiles—all written 
in highly desultory and colloquial style. 

The tone of the book is often defensive, 
and Cheskin seems unduly insistent in point- 
ing out (much like Russian “inventions”) how 
he had anticipated or actually employed years 
ago many of the techniques which are con- 
sidered new today. This attitude is particu- 
larly evident in his oversimplified attack on 
the semantic differential (which Cheskin con- 
siders to be no more than a mere series of 
bipolar scales for rating package designs). 
This reviewer finds it hard to believe that he 
really meant to say that “in solving practical 
marketing problems we are not concerned 
with the intensity of judgment of an in- 
dividual.” 

To the marketing or businessman new to 
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the field with little knowledge of the scope 
and complexities of motivation research, this 
book might serve as a primer (a business- 
man’s Hidden Persuaders). 

But to the marketing executive or re- 
searcher with some level of sophistication and 
who has kept up with the literature, this book 
provides little that is genuinely new, other 
than the sections dealing with specific case 
studies of package testing using both mechani- 
cal and psychological measures of consumer 
reaction. He is advised to look elsewhere if he 
really wants to find the philosopher's “touch- 
stone” which tells “why people buy.” 

WILLIAM A. MINDAK 
University of Minnesota 


INDUSTRIAL LEADERSHIP, by C. A. Weber and 
John W. Karnes. (Philadelphia: Chilton Company. 
Pp. vii, 226. $5.00.) 

The focus of this book is upon manage- 
ment’s responsibility for supplementing its 
profit objectives with the broader responsi- 
bility of developing people (and society). Such 
development, it is argued, is essential if 
American management is to keep pace with 
growing technology and the changing social 
environment. Deficiencies in traditional meth- 
ods of leadership training, the writers con- 
clude, widen the gap between actual and so- 
cially desirable management practice. 

The reader will recognize that these are not 
new arguments. Nonetheless, the volume does 
remind us that management should have 
more than a narrowly materialistic objective. 
The writers have done well in unifying much 
of the current writing and research relating to 
this aspect of human relations. 

The central arguments of Weber and 
Karnes are these: 


1. Business management is, in general, 
production oriented—and it has indeed done 
a good job in this respect. Because profits are 
the major management measure and goal, 
however, business too often serves a selected 
few rather than the many. 

2. As a consequence, management dictates 
the determination of business principles, the 
formulation of company policies and the mak- 
ing of operating decisions. 

3- Desirable leadership, on the other hand, 
would reserve to management authority over 
the decision making process (operations) but 
share the formulation of principles and 
policies with employees and the public. 

4. Such participation calls for teamwork 
and a desire by management to serve as well 
as to pile up profits. Such service would in- 
clude as desirable company goals the improve- 
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ment of health, the use of intelligence in de- 
cision making and the fostering of crevtivity. 

5- If management does not so lead volun- 
tarily it will be forced eventually to do so by 
public and employee pressures. 

6. “. . . strong leadership in a democratic 
setting seeks, deliberately, to transfer leader- 
ship from dependence upon one person to 
dependence upon sound judgment of the 
group.” It emanates from a fundamental be- 
lief in the dignity of man. 

The fourteen chapters in this book follow 
a logical sequence. The early ones set up and 
define the problem. The fourth and fifth de- 
pict sound leadership as dependent upon the 
situation, the group and the individual leader 
while the sixth through ninth pinpoint the 
specifics of effective leadership. Chapters ten 
and eleven develop the concept of teamwork 
and the “stake” of various groups in the en- 
terprise. The last three take a look at top 
management and conclude by suggesting 
broader criteria by which to measure the effec- 
tiveness of leadership. 

The book thus strives to equate economic 
well-being with a broadly conceived manage- 
ment function. In this respect the writers have 
documented their work extensively and pro- 
vide an extremely useful bibliography at the 
end. 

But there are some weaknesses. The book is 
over-written: the impact of the arguments is 
watered down through repetition. Notwith- 
standing, chapter summaries would have been 
useful for the reader. 

The distinctions between principles, poli- 
cies, and decisions are sometimes hazy: yet 
clear distinctions are needed to support the 
argument that management should be con- 
cerned with operations while the group de- 
cides the policies. In the reviewer's judgment 
there are a number of business policies, at 
least as they are commonly interpreted, best 
decided upon by an informed management. 
Presumably this difference in viewpoint arises 
because the writers are fundamentally con- 
cerned with employer-employee relations. 
Would the decentralization of the policy 
function be as effective in determining finan- 
cial, marketing strategy and new product 
policies? 

One also has the uncomfortable suspicion 
that the writers never really prove their ar- 
gument that employee-oriented management 
is best. Although they cite a number of sub- 
stantiating references, the impression is left 
that these excerpts were carefully selected to 
present a single view. Some experiments, for 
example, indicate that autocratic manage- 
ment may result in high productivity—that 


happy workers are not always the most pro- 
ductive. Indeed the writers in Chapter five 
agree that leadership varies with the situation 
yet they proceed to build a case for a particu- 
lar kind of leadership applicable to all 
situations. 

Finally, there is the implicit assumption 
that inadequate business management tends 
to survive until checked by legislation (the 
public) or union pressures. In reality, the 
market place is an immensely powerful deter- 
rent to ineffective management, particularly 
as it relates to management's ability to repre- 
sent the best interests of the consumer and 
the public. 

ROBERT T. DAVIS 
Stanford University 


BUSINESS FORECASTING, by Elmer C. Bratt. (New 
York: McGraw-Hill Book Company, Inc., 1958. Pp. 
vii, 366. $7.50.) 

Forecasting is inevitable. To this all who 
have been involved in business will agree. 
The author states in the preface, “improve- 
ment in forecasting techniques represents 
greater care in formulating assumptions and 
greater attention to the detailed development 
of their implications, frequently in quantita- 
tive form.” Throughout the book emphasis. is 
therefore placed on explanation of some of 
the techniques employed in forecasting. 

The starting point to forecasting is fore- 
casting the growth of total industry. This is 
ideal since total GNP and its various com- 
ponents provide a basis of comparison to 
every businessman—whether it is U.S. Steel 
or the corner druggist. With GNP data every 
business can compute a “share of market” and 
thus establish some “par” for its volume com- 
parable with “par” on the golf course. 

Bratt describes and explains a relatively 
new approach to forecasting total industry. 
He centers attention on the labor force and 
its full employment. The method suggested is 
to multiply the estimated number of persons 
employed, estimated hours of work, and 
productivity to obtain a projection of total 
output produced. Gross government product 
is then added to gross private product to ar- 
rive at an estimate of total gross product. 

Methods for forecasting the major com- 
ponents of GNP are described and compared 
with the forecasting techniques employed by 
other groups. For example, Bratt compares 
his method for forecasting residential build- 
ing with those employed by such groups as 
the Twentieth Century Fund method, Na- 
tional Planning Association, and the study 
made by Grebler, Blank, and Winnick. Com- 
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parisons with other forecasters are made 
throughout the book and give stature to it. 

It is noteworthy that Bratt includes brief 
statements on the forecasting practices of 
twelve companies. Many of the data pre- 
sented were made personally available to the 
author. The companies included represent 
models of the forecasting done by many in- 
dustrial firms. 

Attention is paid to the problems involved 
in short-range and in long-range predictions. 
As the author so well states, “The short-term 
provides little leverage for decisions regard- 
ing investment in plant and equipment; 
rather it is useful in supporting decisions on 
inventory accumulation, operating rates, sales 
activity, and the handling of cash accounts.” 

In making industry forecasts, Bratt de- 
scribes and compares four different methods 
of long-range prediction; the methods de- 
scribed are (1) outlets method, (2) trend, 
pounds per capita, (3) correlation with popu- 
lation, and (4) correlation with industrial 
production. 

Long-range forecasts, which predict an av- 
erage rate of change, can now be made fairly 
accurate, on the average. The success of a 
forecaster, however, is determined by his skill 
in predicting the time when a major turning 
point will occur. How accurately can the 
short cycle be forecast? Lead factors that have 
been developed have not been too satisfac- 
tory. However, the author does not add any 
new methods to this most important phase of 
forecasting. It is the sole weakness of the 
book. The author does describe in detail, 
however, an income expenditure model de- 
veloped by an investment counsel firm in 
1954. This method is said to be in growing 
use. Also mentioned but not developed are 
models based on input-output tables and the 
Federal Reserve Index of Production. 

In conclusion, Business Forecasting is an 
excellent volume for both teachers and 
practitioners. 

HARRY D. WOLFE 
University of Wisconsin 


CYCLES AND TRENDS IN TEXTILES, by Thomas Jeff 
Davis. (Washington, D. C.: U. S. Department of 
Commerce, 1958. Pp. iv, 63. $.40.) 

This statistical study investigates the al- 
leged cyclical trend in textile mill activity. 
The consumption in pounds of apparel-type 
fibers is analyzed by means of twelve-month 
and twenty-four month moving averages. The 
conclusion is reached that there is a two-year 
cycle in mill consumption of fibers that is 
probably caused, not by economic factors out- 


side the textile industry, but rather by rhyth- 
mic activity within the industry itself. The 
author conceives this to be caused primarily 
by alternating waves of optimism and pessi- 
mism at the retail level, each mood in effect 
for one annual buying season. Since an ex- 
cellent communication system exists within 
the textile industry, the retailers’ optimism 
leading to a build-up of inventories (or their 
pessimism, leading to inventory liquidation) 
is—the author believes—reflected promptly 
throughout the industry, affecting mill con- 
sumption almost simultaneously. 

The author does not recognize that factors 
outside the industry exercise a more impor- 
tant influence on mill activity than does the 
two-year cycle, and he develops a series of 
statistical formulas to express the relationship 
between apparel-type fiber consumption and 
the various economic factors that would seem 
to influence demand. The factors inserted 
into the various correlation formulas include 
disposable income, per capita production, un- 
employment, export-import balances, and the 
two-year cycle itself. All formulas give esti- 
mated textile consumption higher than actual 
1952-55. The author attributes this failure to 
forecast mill activity from a measured inter- 
play of the economic factors as due probably 
to two causes: (1) the trend toward the use of 
lighter fabrics, so that a pound of fiber covers 
more surface, and (2) the recent growth of 
non-cellulosic synthetic fibers that were not 
included in the historic data from which the 
constant factors of the correlation were cal- 
culated. 

The inconsistent results of this careful 
study lead one to question whether in a 
dynamic situation, with rapid changes taking 
place in the elements that cause demand, it is 
possible to develop statistical correlations that 
provide a practical guide for forecasting. 


ISABEL B. WINGATE 
New York University 


LINEAR PROGRAMMING: METHODS AND APPLI- 
CATIONS, by Saul |. Gass. (McGraw-Hill Book 
Company, Inc., 1958. Pp. xii, 223. $6.50.) 


LINEAR PROGRAMMING: FUNDAMENTALS AND 
APPLICATIONS, by Robert O. Ferguson and 
Lauren F. Sargent. (New York: McGraw-Hill Book 
Company, Inc., 1958. Pp. xiv, 342. $10.00.) 

Many classes of business problems have 
been and will continue to be studied and 
solved by the methods of linear programming. 
Linear programming methods have been used 
to solve production scheduling and inventory 
control problems, interindustry demand prob- 
lems, market distribution problems, product 
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mix problems and a host of other probiem 
types of direct and indirect interest to the 
marketing specialist. Perhaps the best known 
and most easily understood application of 
linear programming methods is the Trans- 
portation problem. 

Suppose that a given product is produced 
at five different factories and is distributed 
into two hundred diiferent warehouses. Sup- 
pose further that it is possible to specify 
maximum capacity limitations at each factory 
and the expected demand in each warehouse 
area. Utilizing this information and carrier 
transportation rate data it is possible to 
specify the least cost, or “optimal”, shipping 
plan. Generally speaking, the methods of 
linear programming are designed to maxi- 
mize or minimize some criterion functional, 
which in the case described above was dollar 
cost, subject to certain constraints, which in 
the example were plant capacities and ware- 
house area demands. Many and varied prob- 
lem types can be solved by use of the Trans- 
portation Method mathematics. 

A very elegant and comprehensive mathe- 
matics has been developed to study these 
allocation problems. Gass, in his book, pre- 
sents a very comprehensive and useful exposi- 
tion of the mathematics of linear program- 
ming. The text is composed of three parts. In 
a brief first chapter the author describes the 
essential characteristics of linear program- 
ming-type problems and then discusses in 
nontechnical terms such famous examples as 
the transportation problem, the activity 
analysis problem, and the diet problem. In 
the next chapter he develops necessary mathe- 
matical background for the fairly rigorous 
mathematical development that follows in 
succeeding chapters. In this chapter he dis- 
cusses matrices and determinants, vectors and 
vector spaces, convex sets, linear inequalities, 
and matrix solutions of simultaneous linear 
equations. With this brief, though thorough, 
introduction, he sets out to develop methods 
in his second part. 

The general linear programming-type prob- 
lem can always be solved by setting it up as a 
system of linear equations. An efficient solu- 
tion procedure is the so-called Simplex 
Method. The simplex method is in essence 
an efficient computational algorithm. It pro- 
vides a technique for solving a complex set 
of simultaneous linear equations. It is little 
else. Gass discusses this method and a modi- 
fied method that is efficient when linear pro- 
gramming-type problems are to be solved by 
use of high-speed computers. In Part Two he 
also discusses the very interesting special 
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problems of the dual, degeneracy and para- 
metric programming. These discussions are of 
vital interest to anyone interested in the 
special mathematics of programming. 

In a final section, Gass discusses special ap- 
plications. These applications are not clut- 
tered with arithmetic but are designed to 
get to the heart of the illustration. This sec- 
tion is excellent reading for anyone who 
wants real insight into programming methods. 
As a final chapter, Gass links linear program- 
ming methods to the Theory of Games. This 
is interesting but not essential reading for 
the specialist or practitioner. The book is 
compact, informative, and sufficiently techni- 
cal to be useful for the mathematician and 
the specialist. It is not recommended for any- 
one not mathematically sophisticated. 

Ferguson and Sargent have written a book 
that may be interesting to the practitioner. fi 
is chock-full of illustrations that look more 
formidable than they really are because of 
the ponderous arithmetic. It must be ad- 
mitted that it is difficult to write a handbook 
of linear programming methods without using 
illustrative materials liberally, but it is per- 
haps to be regretted that so much of the ex- 
cellent good sense of the book is hidden in 
paragraphs surrounded by many uninterest- 
ing numbers. 

Let me not deter the potential user, how- 
ever! There are few other books that can fill 
the need that this one is designed to fill. 
Illustrations can serve a very useful purpose. 
They can serve as useful analogies. They can 
point up the single most important aspect of 
utilizing linear programming methods, namely, 
that of framing the question properly. 

The book is divided into three parts—in- 
troduction, methods, and applications. The 
authors do not perform a service when, in 
Part Two, they discuss various methods for 
solving linear programming-type problems. 
They mention as various methods the trans- 
portation method, the modi method, the 
simplex method, the ratio-analysis method, 
the index method. These varied methods arise 
because of special characteristics of the data 
handled rather than from any basic mathe- 
matical differences. It would have been better 
if the authors had called the methods “special 
examples.” 

The special merits of the book outweigh its 
deficiencies, however. The practitioner can 
frequently see much more in concrete exam- 
ples than in abstract relations, and this book 
has much useful material in it. In the last sec- 
tion, for example, there are discussions of 
profit margins and manufacturing and dis- 
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tribution costs, most profitable market shares, 
and stabilizing employment and production 
levels. They caution that no pat method can 
apply. Organizations should learn by doing. 

The field of programming is fast-changing. 
Mathematical onslaughts are being made on 
nonlinear programming. The mathematics of 
dynamic and quadratic programming have 
been developed and applied. It is likely true 
that new concepts, new abstractions arising 
out of the view of systems as networks com- 
posed of nodes and linkages will revise dras- 
tically our ways of thinking about and solving 
allocation-type problems. 

RICHARD B. MAFFEI 

Massachusetts Institute of Technology 


U. S. INCOME AND OUTPUT, a Supplement to the 
Survey of Current Business. (Washington, D. C.: 
U. S. Government Printing Office, 1959. Pp. 241. 
$1.50, paper.) 

This is a new book of statistics (122 closely- 
packed pages) and text explanations (105 
pages) of the basic figures used in National 
Income Accounting. It updates the informa- 
tion contained in National Income, 1954 
edition. It is much broader and also somewhat 
revised in scope from the earlier volume. The 
new volume is incomplete without extensive 


explanations and historical figures which were. 


not repeated from the 1954 volume. 

This volume probably is a “must” for those 
economists and others in government, uni- 
versities, and industry who use National In- 
come Accounting statistics as a basis for es- 
tablishing either policy or action patterns. It 
is a convenient authoritative compilation and 
explanation of the basic figures used for this 
purpose. The more mundane market re- 
searcher who deals in more specific (not 
lumped together) industry groupings and in 
geographical subdivisions below the level of 
states and regions will have to look elsewhere 
for his data. 

Chapter 5 tells in 11 large-sized, concen- 
trated pages “What's New in the Present 
Volume.” 

Chapter 7 deserves careful study because it 
attempts to assess the degree of admitted un- 
reliability in nearly all of the basic data, 
which are used. 

The statement in Chapter 7 that “inade- 
quacies in these statistics have seldom proved 
of material consequence from the standpoint 
of economic analysis” is probably technically 
correct in that those who use such figures for 
these purposes have gone merrily on with 
their assumptions and completed their 


analyses. 
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What this reviewer cannot accept is the 
blithe and (for him) much too optimistic im- 
plications from this statement that all is 
reasonably right with these figures. Although 
the adequacy of their “accuracy” can be 
highly rationalized, it can be neither proven 
nor disproven. 

Because the hoped-for reliability of the 
conclusions and decisions based on National 
Income Accounting statistics crumbles if the 
reliability of the basic accumulations of 
statistics used is not assumed to be adequate, 
the pressure on proponents of this method to 
make such assumptions is understandably 
great. 

The plain fact, observed by this reviewer 
in Washington and reported to him by other 
reliable witnesses, is that there is an exten- 
sive layer-upon-layer pyramiding (in National 
Income Accounting statistics) of assumptions, 
broad estimates, major gaps in the data, di- 
versions of data to purposes for which they 
were not collected, and other weaknesses. 
This provides substantial opportunity for 
major cumulative error in the composite 
figures used, such as appear in this volume. 
To this reviewer, the relative validity of the 
end result is today highly debatable, un- 
proven, and unprovable. 

There are 3 main sections (8 chapters) in 
the text: 


“The Economy Viewed Through the Na- 
tional Income Accounts”; 

“Development of National Income Meas- 
ures”; and 

“Data Sources and Procedures.” 


Both text and tables (seven headings) survey, 
major class by major class, the data groupings 
which are used in National Income Account- 
ing. 

The purpose of the volume is to “view in 
perspective the entire framework of analysis” 
used and to “carry forward and annotate the 
full range of income and product data,” and 
to “view the American Economy through Na- 
tional Income Accounts.” These things the 
volume does very well. 

KENNETH A. GRUBB 
Trundle Consultants, Inc. 


BUDGETING PRINCIPLES AND PRACTICE, by Her- 
man C. Heiser. (New York: The Ronald Press Com- 
pany, 1959. Pp. vii, 415. $10.00.) 

This book is directed to managers of busi- 
nesses, budget directors, professional account- 
ants, consultants, and students. It seeks to 
emphasize that budgeting has the dual pur- 


pose of planning and control. It is divided 
into three parts: 


Part I—5 chapters, covering budgeting from 
the standpoint of planning and co- 
ordination; 

Part II—g chapters, dealing with budgeting 
for control; 

Part II1I—12 chapters, relating to budgeting 
techniques. 


From the standpoint of the marketing ad- 
ministrator, this book serves primarily as a 
background treatment of budgeting. It does 
not deal extensively with the budgeting of 
marketing costs, although the spread of the 
marketing concept and the cost-price squeeze 
have focused attention on them. 

Managerial thinking appears to catalog 
costs into two categories: production and dis- 
tribution. Production costs are well known 
and controlled, but distribution costs lack 
similar control. Consequently management is 
most anxious to bring distribution costs under 
control. 

This book devotes only two chapters to the 
marketing budget. Chapter g describes the 
budgeting of sales, covering some methods of 
forecasting sales and controlling sales for 
budgetary purposes. Chapter 10 deals with 
distribution costs. It divides cost into fixed, 
variable, and managed costs. 

The definitions of these types of cost and 
the lack of examples would make it difficult 
for the marketing manager to segregate his 
costs. Also, in this chapter no treatment is 
given to the budgeting of marketing costs on 
a flexible basis (for example, under various 
volume levels). Yet, this is extremely impor- 
tant in controlling marketing costs. 

A book covering the budgeting of market- 
ing costs and activities would, in the opinion 
of this reviewer, require far more extensive 
treatment than is given in this book, if it is 
to be meaningful to the marketing adminis 
trator. 

THOMAS J. McGANN 
New Rochelle, New York : 


CAN CAPITALISM COMPETE? A CAMPAIGN FOR 
AMERICAN FREE ENTERPRISE, Raymond W. 
Miller. (New York: The Ronald Company, 
1959. Pp. xiv, 264. $4.50.) 

This book discusses a concept of capitalism 
which we might attempt to export to other 
nations and proposes ways of handling the 
selling effort. A public relations man who has 
traveled extensively in the areas of the world 
where we are competing with the ideas of 
communism, Raymond Miller is well qualified 


to appraise the approaches and techniques 
which are most likely to be successful in sell- 
ing capitalism. The concept of capitalism 
Miller wants to sell, however, is not one that 
all American economists would be willing to 
buy. Nevertheless, it is being actively pro- 
moted domestically, and might well be the 
type which has the best chance of selling in 
the export market. 

Miller would tell the uncommitted nations 
that in the U. S. and Canada the profit- 
oriented “exploitive capitalism of the 19th 
century” has been replaced by “service capi- 
talism,” “a new concept of the use of... 
economic power” based on the idea of a “fair 
profit.” His is not a system where enterprisers 
are forced by a dispersion of market power to 
serve the economy in their pursuit of profit. 
Instead, it is one where the enterpriser has 
the power to “exploit,” but chooses instead to 
“serve” in return for a “fair” profit, with the 
government ready to regulate his activities if 
he fails to do so. Miller attributes the rise of 
“service capitalism” in great measure to the 
Sherman Act and favors Sherman Act princi- 
ples all over the globe, specifically as a means 
of opposition to cartels. 

It is Miller’s position that underdeveloped 
nations want industry badly, but because by 
experience they associate capitalism with 
colonialism and with “the iniquitous local 
money-lender,” they tend to want their in- 
dustry under government control. In attempt- 
ing to dissociate private ownership from these 
unfavorable past experiences, Miller would 
set before them a “new” kind of capitalism as 
an alternative to government control. He 
gives the example of low margin-high volume 
pricing as a manifestation of this new type. 
(He also notes that such a policy generally in- 
creases total profit as well!) 

Miller says that we should also make known 
the importance of small business and of co- 
operatives in our economy. This will demon- 
strate that our system does not preclude the 
survival of small enterprises alongside the 
socially conscious big business firms, and that 
the co-operative operated for the true benefit 
of its members is more a part of our system 
than of the communist. Miller also believes 
that we should dramatize our antitrust pro- 
gram to the world, and consider removing the 
inconsistency of the Webb-Pomerenée Act, 
which permits American business to partici- 
pate in cartels abroad, while we proclaim 
antitrust as basic to our domestic economy. 

Miller emphasizes that we should not leave 
the dissemination of our message to the gov- 
ernment, when the very thing we are arguing 
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for is a private enterprise economy. He 
favors a word-of-mouth approach, with re- 
tired businessmen from small and medium- 
size companies going overseas to “donate their 
time to the crusade to make this a better 
world.” He tells of several such men whom he 
has met. For those who would consider re- 
sponding to this challenge, and for anyone 
who will be in a position to represent our 
economic system to other peoples, this book 
is worth-while reading indeed. It contains 
many techniques and suggested approaches 
for our overseas public relations effort, par- 
ticularly in reference to possible activities of 
private individuals, trade associations, service 
clubs, and firms which produce or sell in 
other countries. 


ROBERT C. BROOKS, JR. 
Vanderbilt University 


THE ECONOMY, LIBERTY AND THE STATE, by 
Calvin B. Hoover. (New York: Twentieth Century 
Fund, 1959. Pp. 445. $5.00.) 

This is a book that should be read by those 
who still have a softness toward the Sowiet 
system, and those of us who are concerned 
with state control and individual freedom. 

The title of this book is broad, but this is 
appropriate because the actual coverage is 
broad. It includes a most thought-provoking 
analysis of the changing aspects of “old-style” 
capitalism in the United States, the develop- 
ment of totalitarian states under Lenin, 
Stalin, Khrushchev and Hitler, and a careful 
analysis and appraisal of the various steps be- 
ing taken in these economic systems either 
toward greater or less government control 
over the freedoms of the individuals. 

A study is presented of the British eco- 
nomic system, and brief studies are presented 
of the economic systems of The Netherlands, 
Belgium, Sweden, Denmark, Poland, Czech- 
oslovakia, and Yugoslavia. These brief studies 
and Hoover's appraisals give interesting in- 
sights into the changing degree of control of 
the state over the individual. 

One of the basic contributions of this book 
is the discussion of terrorism which seems 
necessary when the ruling powers make as one 
of their objectives absolute control of the 
economy. This terrorism is almost impossible 
for the non-Communist world to believe. 
“The absence of criticism of an existing re- 
gime is certain evidence of the existence of 
a police state.” This factual account of the 
Soviet police state makes one feel that George 
Orwell’s book, 1984, should have carried the 
present date. 

Hoover emphasizes the need for limitations 
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on the state’s control in order to prevent a 
totalitarian state from developing, but he also 
points out that the majority of voters in 
many countries apparently want the state to 
render enough control to provide the atmos- 
phere for an improvement in their economic 
status. 

In the discussion of the nationalization of 
industry, it is felt that the nationalization of 
industry per se does not seem to be the pan- 
acea for economic ills, also that nationaliza- 
tion practically forces totalitarian authority. 
This has been realized by some socialists who 
are diverting their attention from further 
nationalization of industry to greater empha- 
sis for the “welfare state.” Monopoly, regard- 
less of state or private control, tends toward 
authoritarianism; therefore Hoover feels there 
are benefits to be had by having competing 
groups in an economy. He says, “It seems very 
doubtful that a fully statized economy could 
be operated by a bureaucracy in which a high 
degree of personal liberty and representative 
government existed.” 

“Perhaps the greatest weakness of modern 
capitalism is its lack of support among a large 
part of the intelligentsia,” says Hoover. The 
discussion following this disturbing statement 
is particularly significant. A careful reading 
of this book by such intelligentsia should 
have a considerable effect upon their thinking 
concerning capitalism and the various forms 
of collectivism. 

There is little question in the mind of this 
reviewer that The Economy, Liberty and the 
State will become basic to any comprehensive 
study of economic systems. 

STEWART M. LEE 
Geneva College 


PROBLEMI DEL TRAFFICO AUTOMOBILISTICO A 
ROMA, by emg Ratti. (Milano: Industrie 


Grafiche Italiane 

given.) 

The narrow streets of downtown Rome 
these days are choked with cars, trucks, motor- 
cycles, motorscooters and what-have-you. And, 
if Romans continue to acquire motor vehicles 
at the present accelerating rate, only a few 
years remain before the traffic jammed there 
grinds to an exasperating halt. Even the 
amazing vigili (trafic cops), waving their arms 
like symphony conductors, will not be able to 
keep it moving. 

A simple sample survey, conducted by Dr. 
Ratti for the Associazione Italiana per gli 
Studi di Mercato, indicates that a majority of 
Roman car owners do not want the center of 
town closed to traffic entirely. But nearly 
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three-quarters of them would be willing to 
adopt the Paris solution, a “blue zone” down- 
town where parking would be severely re- 
stricted. 

The survey also revealed that, while only 
76% were covered by liability insurance, 86% 
were in favor of making such insurance oblig- 
atory. As you might expect, owners of used 
and inexpensive cars were the least likely to 
have liability coverage. 

Italy has such pressing problems that it 
seems unfortunate that the Italians are de- 
veloping the same kind of schism between 
competent research technicians on the one 
hand and creative theoreticians on the other— 
the kind of thing which has plagued much 
public opinion and marketing research in 
our country for so long. 

MALCOLM S. MACLEAN, JR. 
Michigan State University 


TRADING STAMP PRACTICE AND PRICING POL. 


ICY, edited by Albert Haring and Wallace O. 
Yoder. (Bloomington, Indiana: Bureau of Business 
Research, School of Business, Indiana University. 


1958. Pp. xxi, 390. $6.00.) 


What effect does adoption of trading stamps 
by food retailers have on their advertising 


policies? Are food prices in stamp-giving stores 
higher than those in stores not giving stamps? 
How important are stamps in gaining or 
holding consumer patronage in the food re- 
tailing business? How important are stamps 
to various types of customers? This volume 
sheds light on these and related questions 
of interest to retailers, consumers, and 
students of marketing. The several studies 
reported herein help establish the Indiana 
University group as a major academic source 
of trading stamp information. 

The larger portion of this report is based 
on data gathered from Indianapolis consum- 
ers and food retailers through personal inter- 
views. The remaining sections are based on 
secondary sources, particularly comparative 


food price indexes for 20 cities of varying 
“stamp saturation,” as well as a descriptive 
presentation of stamp-price studies by other 
researchers. 

The authors found little change in advertis- 
ing policies of small retailers because of stamp 
adoption, while major food chains giving 
stamps increased both advertising purchases 
and mention of stamps in the year of adop- 
tion. Typically, non-stamp stores elected to 
meet stamp competition with price leaders 
and efforts to strengthen store identification 
in advertisements, rather than with anti-stamp 
appeals. 

Researchers did not find evidence to show 
higher prices in stores giving stamps or higher 
food prices generally in “stamp-oriented” 
communities. Were such evidence available, 
of course, a causal connection between stamps 
and price differentials would still not be 
demonstrated. A thorough reading of this sec- 
tion (Chapter 12) reveals the difficulties in 
this undertaking. 

The book abounds with tables, wisely 
placed at the end of each chapter, convenient 
for the specialist seeking detailed documenta- 
tion. A thorough presentation of the research 
plan is provided (Appendix B) and would 
appear to be desirable as a discussion vehicle 
for both multi-stage sampling and question- 
naire design in classroom situations. 

Legislators faced with public policy deci- 
sions relating to trading stamps would also 
find this report of value. Part II, “The Con- 


. sumer Point of View,” and Part V, “Trading 


Stamps and Prices,” might be of special inter- 
est here. 

It is the reviewer's opinion that this volume 
makes a substantial contribution to under- 
standing the nature and scope of trading 
stamp impact. In a controversial area where 
heat rather than light is too frequently the 
basis of discussion, this study assumes major 
importance. 

DONALD G. HALPER 
Fresno State College 
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Just Out... 


COLLECTING FINANCIAL DATA BY CONSUMER PANEL 
TECHNIQUES: A CASE STUDY 


by ROBERT FERBER 


This is the first of a series of research monographs reporting results of 
studies carried out by the Inter-University Committee for Research on 
Consumer Behavior with financial assistance from the Ford Foundation. 

The present monograph summarizes the results obtained from a pilot 
consumer panel operation on the savings habits and attitudes of Chicago 
families. Methods and procedures of conducting this study are discussed 
in detail, with particular reference to the collection of asset and debt 
information. 


About 180 pages, $2.50 


Bureau of Economic and Business Research 
University of Illinois 


| Box 658, Station A 
Champaign, Illinois 


A New 1959 Textbook 


INTERNATIONAL MARKETING 


By ROLAND L. KRAMER, PH.D. 
Wharton School of Finance and Commerce 
University of Pennsylvania 


Here is a new book that deals with the actual conduct of international market- 
ing in a practical way and does not emphasize economic theory nor political as- 
pects. The whole field of international marketing is treated in a unique export- 
import fashion. Both the export and the import implications and applications of 
international marketing organizations and methods are discussed at the same time. 

Dr. Kramer, the author of INTERNATIONAL MARKETING, is an expert in 
the field. He has been studying and writing on this subject extensively for many 
years. For twenty-five years he devoted a part of his time to the secretaryship of a 
foreign trade association. 

INTERNATIONAL MARKETING is adaptable to a one- or a two-term 
course. 


SOUTH-WESTERN PUBLISHING CO. 


(Specialists in Business and Economic Education) 
Cincinnati 27 New Rochelle, N. Y. Chicago 5 San Francisco 3 


| 


© “The best principles of marketing 
text available today.” 


—Robert G. Drew-Bear, 
University of Massachusetts 


PRINCIPLES 
of 


MARKETING 


. THEODORE N. BECKMAN, 
The Ohio State University 


HAROLD H. MAYNARD, 
late of The Ohio State University 


WILLIAM R. DAVIDSON, 
The Ohio State University 


In continuous use for over three decades, this 
outstanding textbook provides the student with 
a broad understanding of the development, pres- 
ent status, and operations of the marketing sys- 
tem, and the role of this system in our economy. 


A functional survey of the entire field, the Sixth 
Edition critically analyzes the tasks performed in 
marketing and the various institutions which 
perform them. Heavy stress is placed on the 
dynamics of marketing. Up-to-date discussions 
introduce the student to such concepts and tech- 
niques as value added, motivation research, and 
non-store retailing. Rich in illustrative material, 
the book contains problems of the situational 
analysis and modified case type, along with nu- 
merous questions at the end of each chapter. 
Instructor’s Manual available. 33 ills., tables; 798 


Pp. $7.50 


Quantity purchasers include: 
University of Southern California—Ohio Wesleyan 
University—University of New Mexico—Fordham 
University—Coe College—Saint Louis University— 
Mississippi State University—University of Texas— 
University of Arizona—Miami University—Eastern 
Michigan University—Idaho State College—Univer- 
sity of South Carolina—Gettysburg College—Uni- 
versity of Virginia—Otterbein College—Stanford 
University—The Citadel—Syracuse University—Kan- 
sas State University—Norwich University—Univer- 
sity of Oklahoma—Pace College—University of 
Alabamo—University of Lovisville—Western Wash- 
ington Coilege of Education—Northeast Louisiana 
State College—Wayne State University—University 
of South Dakota—Wittenberg College—University 

of Georgia—University of Buffalo 
—and many others 


Wholesaling 


THEODORE N. BECKMAN, 
The Ohio State University 


NATHANAEL H. ENGLE, 
University of Washington 
ROBERT D. BUZZELL, 
The Ohio State University 


Third Edition—May, 1959. The definitive work 
in its field, now reorganized to reflect the latest 
managerial and technological advances in whole- 
saling. Book analyzes the growth and present 
status of the wholesaling system against the 
complex environment in which it operates. Ex- 
plains scientific management in terms of basic 
principles and sound practices drawn from 
varied industries and trades. Instructor’s Manual 
available. go ills., tables; 705 pp. $8 


Salesmanship 


Principles and Practices of Professional Selling 
ALFRED GROSS, 
New York University 


Second Edition—April, 1959. Expanded, rewrit- 
ten, and a gg up to date, this highly pop- 
ular textbook solidly reinforces fundamental 
principles with practical examples based on the 
author’s wide experience. Stressing a strong 
market study approach, book details the com- 
plete selling process—from locating the prospect 
to closing the sale. Discusses the sales manage- 
ment viewpoint; incorporates eight complete 
sales presentations. IJnstructor’s Manual avail- 
able. 61 ills.; 580 pp. $7 


Practical 
Exporting and 
Importing 


PHILIP MacDONALD, 
College of the City of New York 


Second Edition—June, 1959. This well-known 
textbook provides a thorough grounding in the 
basic procedures of international trade. Empha- 
sizing the commercial aspects of the subject, it 
describes the terminology, rules, and practices 
of successful importers and exporters. Book 
covers recent developments; explains typical 
import and export transactions from start to 
finish, with all relevant documents and papers. 
27 ills.; 550 pp. $6:50 


THE RONALD Press COMPANY 


15 East 26th Street, New York 10, New York 


Tents for Business Courses... 


Cases in Marketing —Second Edition 


LAWRENCE C. LOCKLEY and CHARLES J. DIRKSEN 


Second Edition of this popular text includes 101 pre-tested cases 
—with 33 new cases and many others completely revised and re- 
written. An outline of the use of the case method also is included 
which coincides with the latest developments in such areas as: 
ag planning, the consumer, personal selling, and the uses of 

V. The book gives added stress to each of these areas and less 
emphasis on retailing. The Second Edition can be used as the 
basic text in courses using the case approach, or as a supplemen- 
tary text. All cases are cross-referenced to the standard survey 
texts in the field. Instructor's Manual available. 


Modern International Commerce 


EDWARD EWING PRATT 


This authoritative text shows how the actual operations of foreign 
trade are conducted. Devoted exclusively to the practical aspects 
of international commerce, it first discusses the structural organi- 
zation of export trade in the U. S. and abroad and then shows 
how products are marketed and promoted. Each step involved— 
from transportation and marine insurance, financing foreign 
trade, technical and procedural operations, etc. through adver- 
tising and sales promotion—receives detailed coverage. Imports 
are also studied, with thorough discussion of the general phases of 
the tariff and the practical aspects of marketing foreign products 
in the United States. Instructor's Manual av~ilable. 


Sales and Marketing Management 


LEWIS KERR JOHNSON 


Presenting realistic objectives, valid principles, and an integrated 
approach to successful marketing management from the view- 
point of the sales manager of a large corporation, this text gives 
equal emphasis to the management of the sales force and to the 
broader management functions of product planning, market re- 
search, sales promotion, and controlling sales operations. Actual 
cases illustrate all principles discussed. “. . . appeals strongly as 
a summarization of everything the sales manager or teacher ought 
to have readily at hand.” Journal of i 
Instructor's Manual available. 


ALLYN AND BACON Inc. College Division 
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Put This 
COMPUTING 


SERVICE = 
on Your Payroll for BIGGER SALES 


Have you explored the possibilities of today’s electronic com- 
puters in sales forecasting? 
To make it possible for you to do this (and without having 
to install your own equipment), STATISTICAL provides 
computer service on a pay-only-as-used basis. It’s the prac- 
tical way to take advantage of the fastest and most accurate 
method of data-processing available. And the low cost is 
within easy reach of even the modest budget. 
To illustrate how this service can be adapted to sales prob- 
lems, a manufacturing organization had to estimate the 
size of a new product’s potential market. They decided to handle the job 
using multiple regression techniques, but the formidable computations 
presented real data-processing problems until STATISTICAL’s com- 
puter service took over. 


Our 650 computer equipment correlated five characteristics of the 
client’s customers with sales to each customer, and developed a multiple 
regression equation predicting how much any customer of a given size 
and other characteristics would typically purchase. 


The report was ready in a week. It enabled the client to establish 
realistic sales quotas and to pin-point weak areas in advertising and sales. 

It costs you nothing to investigate this timely computing service. Why 
not contact our nearest office today? 


STATISTICAL 


TABULATING CORPORATION 
Established 1933 


TABULATING - CALCULATING + TYPING 
TEMPORARY.OFFICE PERSONNEL 


J 
sic GENERAL OFFICES: 
53 West Jackson Boulevard 
Chicago 4, Illinois 
Phone: HArrison 7-4500 ; 


Reprints of your Favorite Articles from the 


JOURNAL OF MARKETING 


May be ordered now at $1.00 per copy 


From October, 1958, issue 


“The Propaganda Function in Marketing,” 
McGarry. 


“The Changing Farm Market,” Reed. 

“The Ghost of Subliminal Advertising,” Klass. 

“Do Husbands or Wives Make the Purchas 
ing Decisions?”” Wolgast. 

“Barter in Mexican Cotton,” Newcomer. 

“Evaluating Advertising Appeals 
Sales Results,” Merriman. 


through 


“Dress-Buying Behavior of Consumers,” Ja- 
cobi and Walters. 


From January, 1959, issue 
“The Remembering and Forgetting of Ad 
vertising,” Zielske. 
“The 


Burger. 


Need for Marketing Engineering,” 


“Why Not Promote the Marketing Research 
Manager?” Vance. 

“Wholesale Marketing in Japan,” Dowd. 

“Sampling in Marketing Research,” Semon, 
Cohen, Richmond, and Stock. 

“Problems of Resale Price Maintenance,” Lee. 

“Errors in Estimates of Retail Sales,” Ekeblad 
and Alspaugh. 

“Multiple Packaging: A Merchandising Tool,” 
Dempsey. 

Selection in Household 

Buying,” Van Syckle and Brough. 


“Influence of Store 


From April, 1959, issue 


“Consumer Convenience and the Retail Struc 
ture of Cities,’ Cox. 


“The True Role of the Marketing Execu- 
tive,” Houser. 

“Have We a Decline in Advertising Appro 
priations?”” Myers. 

“The Use of Marketing Data in Courts of 
Law,” Barksdale. 

“Why Continued Advertising is Necessary: A 
New Explanation,” Carrick. 

“Tenant-Selection Policies of Regional Shop 
ping Centers,” Sweet. 

“Do's and Don't’s in Selling Abroad,” Nielsen. 


“Factors Influencing the Demand for New 
Automobiles,” De Janosi. 


From July, 1959, issue 


“The Challenge of Tomorrow's Markets,” 
Hauser. 

“The Functions of 
ture,” White 
“A Marketing Appraisal of the Robinson- 

Patman Act,” Robbins. 


Advertising in Our Cul 


“The Inequalities of Television Franchises,” 
Sandage. 

“Intentions to Purchase Compared with Ac 
tual Household Durables,” 
Namias. 


Purchases of 


“Revised Estimates of Food Expenditures,” 
Burk. 

“Forecasting Sales in Underdeveloped Coun- 
tries,” Copulsky. 

“How To Win or Lose Sales at the Point of 
Purchase,” McMurry. 

“The Elusive 
ing,” Weir. 


Element in Scientific Market 


“Retailing in Brazil,” Taylor. 


Reprints of all articles are available at the following prices (as long as the supply lasts) 


Black-and-white self-cover 


$1.00 
1.50 
1.80 


Single reprint 
Two reprints 
Three reprints 


Four to 99, each $ +50 
First 100 40.00 


Additional 100's, each 20.00 


(Special prices for large quantities) 


Blue covers are usually available on orders of 100 or more when so specified by buyer—add 
15% to above prices. A quantity discount is also given of 5% off total on orders of 1,000 


or more. 


Send your order to: American Marketing Association, 27 East Monroe Street, Chicago 3 


Recommended McGraw-Hill Books | 


SUCCESSFUL TELEVISION AND RADIO ADVERTISING 


By Gene F. Seenarer, Media Supervisor, Needham, Louis and Brorby, Inc., Chi- 
cago; and JAck W. W. LAEMMAR, Account Representative, J. Walter Thompson 
Company, Chicago. McGraw-Hill Series in Marketing and Advertising. Ready in 
Fall. 


An extremely thorough and up-to-date revision of the highly-successful SUCCESS- 
FUL RADIO AND TELEVISION ADVERTISING. The purpose of the book, as be- 
fore, is to state the well-established principles of broadcast advertising so that the 
college student and the practitioner can understand how to use two of the most 
effective advertising media available to advertisers. The change in title indicates the 
change in emphasis, reflecting the growth of television to its present position as the 
leading national advertising medium. 


ADVERTISING LAYOUT AND ART DIRECTION 


By SrerHen Baker, Cunningham and Walsh. McGraw-Hill Series in Marketing 
and Advertising. 326 pages, $13.50. 


A thorough, practical, and profusely illustrated guide on how to prepare advertising 
art and make it do its job. The first part of the book covers the mechanics of pre- 
paring an advertisement, including layout, drawing and rendering techniques, com- 
position, use of lettering and typography, production factors, etc. The second part 
is concerned with the art director's job in putting sell into layout and art, working 
with artists, writers, research men, executives, and clients, and organizing and man- 
aging an art department. 


MARKETING RESEARCH 


By Ricnarp D. Crise, Marketing Director of Guild, Bascom & Bontigli, Inc. 
McGraw-Hill Series in Marketing and Advertising. 798 pages, $7.50. 


Written by one of the real experts in the field, this thorough text provides a general 
introductory coverage of the entire field of marketing research. After an orientation, 
it discusses the techniques of marketing research, the problem-solving process, the 
major elements in marketing research applications, and looks into its future. Nu- 
merous examples are based on actual practices of well-managed companies. Em- 
phasis is placed on sales analysis. 
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